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THE CHALLENGES TO THE MIDDLE EAST 
ROAD MAP 


THURSDAY, JUNE 30, 2005 

U.S. Senate, 

Committee Foreign Relations, 

Washington DC. 

The committee met, pursuant to notice, at 9:30 a.m., in Dirksen 
Senate Office Building in room SD-419, Hon. Richard G. Lugar, 
chairman of the committee, presiding. 

Present: Senators Lugar, Biden, Hagel, Chafee, Coleman, Fein- 
gold, Obama, Kerry, Sununu. 

OPENING STATEMENT OF HON. RICHARD G. LUGAR, U.S. 

SENATOR FROM INDIANA 

The Chairman. This hearing of the Senate Foreign Relations 
Committee is called to order. The committee meets today to exam- 
ine the current state of the Middle East Road Map. Advancement 
of the peaceful two-state solution envisioned in the road map is ur- 
gently needed by the Israelis and Palestinians and is critical to 
United States success in the global war on terrorism. Al-Qaeda and 
other terrorist organizations use the Israeli-Palestinian conflict to 
enlist fresh recruits to conduct terrorism across the globe. We 
should continue to pursue, without delay, every opportunity to re- 
solve this longstanding conflict. 

The road map has shown promise as a means for organizing 
talks and resolving issues between Israel and the Palestinians. The 
death of Yasser Arafat and the January election of Palestinian Au- 
thority President Mahmoud Abbas generated hope that the Israelis 
and Palestinians could find common ground to embrace the vision 
of two states living side by side in peace and security. 

Both sides are now focused on the announced Israeli withdrawal 
from 21 Gaza settlements and 4 West Bank settlements. If this 
withdrawal can be accomplished smoothly, it could set a precedent 
for future Israeli-Palestinian cooperation. With only 6 weeks before 
the disengagement begins, however, the willingness of both sides to 
make compromises on details of the disengagement plan appears to 
have diminished. Palestinians fear that the Gaza disengagement 
will result in “Gaza first and Gaza last” — a truncated outcome that 
fails to address other settlement issues. Israelis fear that the ter- 
rorist factions — Hamas, Palestinian Islamic Jihad, and others — are 
using the temporary cease-fire as an opportunity to reorganize and 
rearm. 

The unproductive meeting that occurred on June 21 between 
Prime Minister Sharon and President Abbas reflected the fragility 
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of the process. It also demonstrated the need for unwavering en- 
gagement by the members of the Quartet — the United States, the 
European Union, the United Nations, and Russia, as well as re- 
gional states. Both Israel and the Palestinians urgently need inter- 
national support to fortify their ability and willingness to carry out 
their responsibilities under the road map. 

Israeli and Palestinian leaders must develop a coordinated plan 
for completing the Gaza disengagement. The Palestinians must 
take concrete actions to reform their security forces, establish new 
institutions, enforce the rule of law, and disarm those who commit 
or incite violence. The Israeli Government must refrain from taking 
steps that prejudge peace negotiations and must plan beyond the 
withdrawal of 8,000 settlers from Gaza. The Israelis also must take 
steps to ease access and transit, allow trade and commerce, remove 
unauthorized outposts, and stop settlement expansion. 

The United States has pledged $350 million for assistance to the 
Palestinians to facilitate these efforts. This assistance, along with 
support from other nations, must be delivered through transparent 
and accountable mechanisms. In addition to the Quartet members, 
Egypt, Saudi Arabia, Jordan, and other Arab States must devote 
their own political and economic resources to supporting the peace 
process. 

We should consider how international organizations, such as the 
United Nations or nongovernmental groups, might help prevent vi- 
olence by sending observers to monitor the Gaza disengagement. 
The United States should also explore whether NATO might over- 
see a conventional weapons disarmament and destruction program 
to prevent the proliferation of arms to terrorists. Such a program 
might be linked with jobs or other economic incentives to address 
the extremely high unemployment rates among Palestinians. 

On our first panel today, we welcome Ambassador David Welch, 
Assistant Secretary of State for Near Eastern Affairs, who is re- 
sponsible for United States policy and diplomacy in the region. We 
also welcome LTG William Ward, Deputy Commander of the U.S. 
Army in Europe and U.S. Coordinator for Security in Israel. Gen- 
eral Ward has been tasked with helping the Palestinians reform 
their security organization and build infrastructure and capabilities 
to facilitate Palestinian and Israeli security cooperation. 

On our second panel, we welcome Mr. James Wolfensohn, the 
Quartet’s Special Envoy for the Gaza Disengagement. Mr. 
Wolfensohn is responsible for helping Gaza become economically 
viable after the Israeli withdrawal, a task for which his long expe- 
rience at the World Bank has prepared him well. 

Each of our witnesses is playing a critical role in meeting the 
challenges in the Middle East, and we are grateful for their service. 
We look forward to their testimony. 

At the time that the distinguished member comes to the forum 
this morning. I’ll recognize him, of course, for an opening state- 
ment. But at this time, we would like to proceed with our first 
panel. Ambassador Welch, I understand that you have a statement, 
and General Ward, if you do not have a prepared statement, you 
may have some remarks. We will recognize you after Ambassador 
Welch. Your full statement will be made a part of the record, and 
you may proceed anyway that you wish. 
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STATEMENT OF HON. C. DAVID WELCH, ASSISTANT SEC- 
RETARY, BUREAU OF NEAR EASTERN AFFAIRS, DEPART- 
MENT OF STATE, WASHINGTON DC; ACCOMPANIED BY LTG 
WILLIAM E. WARD, DEPUTY COMMANDER, U.S. ARMY EU- 
ROPE, U.S. COORDINATOR FOR SECURITY, DEPARTMENT OF 
DEFENSE, WASHINGTON DC 

Ambassador Welch. Mr. Chairman. I’m pleased to have the op- 
portunity to address the committee today. I’ve recently been in the 
region with my boss, Secretary Rice, meeting with Israelis and Pal- 
estinians, and I shall shortly be headed back. I believe this session 
is timely, for it gives us the opportunity to take your advice and 
it also affords the three of us the opportunity to discuss our policy 
approach. 

The weeks ahead are hugely important. There is a lot of work 
to do, and the importance of this issue is clear from our intensive 
and multipronged approach to ensuring that disengagement is suc- 
cessful, to set the stage for further progress afterward. As you shall 
hear, sir, the missions of James Wolfensohn and General Ward, 
two distinguished public servants, are to help the Israelis and Pal- 
estinians with the hard work needed for a successful disengage- 
ment and beyond. We have engaged other states in the Middle 
East, as well as the broader international community. And we have 
the direct leadership of the senior levels of the U.S. Government 
in bringing all these elements together. Secretary Rice has been to 
the region twice, making stops in Jerusalem, Ramallah, and in 
neighboring countries to push for this support. I have been out to 
the region numerous times since this committee saw fit to confirm 
me in March. The Secretary has raised these issues in inter- 
national gatherings ranging from Quartet meetings in Moscow and 
London to the recent G-8 Foreign Ministers meeting in London, 
where it was a central topic of discussion. And President Bush has 
placed this issue as a high priority in many meetings with his 
counterparts. Not just those from the region. 

Sir, I believe these activities are starting to show some results. 
The Israelis and Palestinians are now starting to focus on the prac- 
tical issues needed to make Gaza disengagement a success. Of 
those practical issues, security is perhaps the most critical, particu- 
larly, fulfillment of the commitments by Israel and the Palestinians 
made at Sharm el-Sheikh in February. They are discussing their 
concerns with each other, and we are intensively engaged in help- 
ing them to make progress. As we work in this and other areas to 
ensure a successful withdrawal from Gaza, we’re very much aware 
of the constructive role that most of the international community 
can provide and should play in supporting efforts toward peace. 

Unfortunately, sir, there are also states such as Syria, whose re- 
cidivist support of Palestinian extremist groups is an attempt to 
block Israeli and Palestinian desires to achieve peace. Notwith- 
standing that unhelpful effort, Israel, the Palestinians, the United 
States, and the international community are committed to making 
disengagement a success, as a successful Israeli withdrawal from 
Gaza, an orderly Palestinian takeover there, will help to reenergize 
the road map and bring us closer to realizing the two-state vision 
laid out by President Bush. 
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Disengagement is scheduled to begin in mid-August, so time is 
short. The Palestinians and Israelis have begun to work coordina- 
tion issues through a system of technical committees set up to deal 
with security and economic issues related to the disengagement. 
Some progress has been made, but more remains to be done. Over- 
all Palestinian performance on confronting violence has been far 
from satisfactory, and this is a real shortfall and area of concern. 

The main challenges can be divided into two categories — improv- 
ing the security situation and creating the conditions for growth in 
the Palestinian economy. In the first category, our work is led by 
General William Ward, the U.S. Security Coordinator, who’s here 
with me. And I am pleased to be joined by him, because he has de- 
voted full time, 24-hour-a-day, 7-day-a-week effort to the security 
reorganization of the Palestinians. 

The past 6 months have seen some positive developments on the 
security front, but, of course, much remains to be done. That has 
been made more evident by a recent increase in violence in Gaza 
and the West Bank. The announcement by Secretary Rice when 
she was in Jerusalem, just recently, June 19, that Israel and the 
Palestinian Authority agree that the Israeli withdrawal must pro- 
ceed peacefully and without violence, is important because both 
parties have now gone on record that peaceful disengagement is 
crucial for success of this entire process. 

President Abbas has taken some concrete steps toward security 
reform, particularly announcing security consolidation under an 
empowered Ministry of Interior, General Nasser Yussif General 
Ward is working intensively with the Palestinians to help them 
continue their progress on security reform, but I have to be objec- 
tive and acknowledge that complete reform is not going to happen 
overnight. The International Community, under General Ward’s 
leadership, is providing assistance. For example, the European 
Union and Egypt are providing training for security forces. 

General Ward’s assessment of Palestinian equipment needs has 
been provided to the international donor community to guide their 
security assistance efforts. And it identifies four broad areas of 
need: Communications and control; mobility and transportation; lo- 
gistics and medical services; and force protection. 

General Ward is also working with Israel and the Palestinians 
to fulfill the remaining commitments they made at Sharm el- 
Sheikh in February. Israel announced, last week, that it would 
transfer control of Bethlehem and Qalqilyah to the Palestinians 
within 2 weeks. It promised also the release of some additional 
prisoners and made a commitment to improve the situation of the 
crossings to ease movement by Palestinians. 

The second pressing area of concern is that of the Palestinian — 
development of the Palestinian economy. Here the efforts of the 
International Community are led by James Wolfensohn, the Quar- 
tet Special Envoy for Disengagement. Mr. Wolfensohn, of course, is 
going to address the committee after my testimony, and he will 
have plenty to say about this important and challenging mission. 

I do want to say this about his work, and I think it’s important 
to recognize that he enjoys very high credibility with both Israelis 
and Palestinians. He met recently, also, with the Quartet Prin- 
cipals both in Moscow and in London, and with the G-8 Foreign 
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Ministers in London. They have endorsed his work and his mission. 
He’s focusing on coordination of the nonmilitary aspects of with- 
drawal, as well as economic revitalization of the Palestinian econ- 
omy. 

I would like to, also, highlight the fact that Israel and the Pal- 
estinians have made progress on two key economic issues during 
Secretary Rice’s visit 2 weeks ago. They agreed together that re- 
moval of existing settler homes in Gaza is the most sensible course 
of action. They also agreed that an improved flow of people and 
goods in and out of Gaza, and between Gaza and the West Bank, 
is necessary for economic revival. 

The missions of Mr. Wolfensohn and General Ward, clearly re- 
quire close consultation with Israelis and Palestinians. In order to 
facilitate those consultations Mr. Chairman, we have decided to 
amend our travel band on official United States travel to Gaza. We 
are now allowing, on an exceptional basis, limited travel to Gaza 
by only Mr. Wolfensohn, and General Ward, should he seek to avail 
himself of that, and others in direct support of their mission, on a 
case-by-case basis in recognition of this imperative need to assist 
the disengagement process. 

The broader international community can also advance the peace 
process in many ways, including providing economic assistance and 
helping with security training and reform. It is important to note 
that the Arab States have a key unique role to play in promoting 
peace. They have a special responsibility to provide economic as- 
sistance to the Palestinians and to press for continued reform of 
the Palestinian Authority, but they can also move this process for- 
ward by resuming contacts with Israel, reopening trade and rep- 
resentative offices, and abandoning the Arab League boycott. 

Above all, Israel’s neighbors in the region have an obligation to 
clearly oppose those who would support terrorism or work against 
the peace process. Sir, Gaza disengagement does hold the possi- 
bility of reenergizing the road map, which is the only plan on the 
table. We believe that the road map and existing mechanisms, in- 
cluding the Quartet, these missions of Mr. Wolfensohn and General 
Ward, and of course, our diplomatic establishments in Tel Aviv and 
in Jerusalem are the best avenues right now for moving the parties 
forward on both disengagement and road-map obligations. Which 
for the Palestinians include confronting violence and dismantling 
the terrorist infrastructure, and for Israel, include halting settle- 
ment expansion and dismantling unauthorized outposts. Thus we’ll 
continue our work through these channels to promote, ensure, 
peaceful — this orderly disengagement which we hope will trigger 
progress along the road map and move us closer to that goal of the 
two-state solution to the Israeli-Palestinian conflict. 

Thank you very much, sir. 

[The prepared statement of Ambassador Welch follows:] 

Prepared Statement by Hon. C. David Welch, Assistant Secretary, Bureau of 
Near Eastern Affairs, Department of State, Washington, DC 

Thank you, Mr. Chairman. I’m pleased to have the opportunity to address the 
committee today. I was recently in the region with Secretary Rice, meeting with 
Israeli and Palestinian officials, and I am soon headed back. This hearing is timely, 
for it allows us the opportunity to get your advice and views and also affords us 
the time to discuss our policy approach. 
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The weeks ahead are hugely important. There is a lot of work still to do, and the 
importance of this issue is clear from our intensive and multipronged approach to 
ensuring that disengagement is successful, to set the stage for continued progress 
afterward. As you shall hear, the missions of James Wolfensohn and General Ward 
are to help the Israelis and Palestinians with the hard work needed for successful 
disengagement and beyond. We have engaged other states in the Middle East, as 
well as the broader international community. And we have the direct leadership of 
the senior levels of the U.S. Government in bringing all these elements together. 
Secretary Rice has been to the region twice, making stops in Jerusalem, Ramallah, 
and neighboring countries, to push for support, and I have been out to the region 
numerous times since March. The Secretary has raised these issues in international 
gatherings ranging from Quartet meetings in Moscow and London to the recent G- 
8 Foreign Ministers meeting, where it was a central topic of discussion. President 
Bush has placed the highest emphasis on the Israeli-Palestinian issue in many 
meetings with his counterparts. 

These activities are starting to show results. The Israelis and Palestinians are 
now starting to focus on the practical issues needed to make Gaza disengagement 
a success. Of those practical issues, security is perhaps the most critical, particu- 
larly fulfillment of the commitments the Israelis and Palestinians made at Sharm 
el-Sheikh in February. They are discussing their concerns with each other, and we 
are intensively engaged in helping them make progress. As we work in this and 
other areas to ensure a successful Israeli withdrawal from Gaza, we are also very 
much aware of the constructive role that most of the international community can, 
and does, play in supporting efforts toward peace. Unfortunately, there are also 
states such as Syria, whose recidivist support of Palestinian extremist groups is an 
attempt to block the Israeli and Palestinian desire to achieve peace. Despite such 
unhelpful efforts, Israel, the Palestinians, the United States, and the international 
community are committed to making disengagement a success, since a successful 
Israeli withdrawal from Gaza and an orderly Palestinian takeover there will help 
to reenergize the road map and bring us closer to realizing the President’s two-state 
vision. 

It has been 3 years since President Bush first put forth his vision of two demo- 
cratic states — Israel and Palestine — living side by side in peace and security. Since 
then, a strong international consensus has developed behind his vision and behind 
the road map for peace designed to realize that vision, but we have to be honest 
and admit that road map implementation has lagged and neither side has fulfilled 
its obligations. The death of Arafat, the election of Mahmoud Abbas, who is com- 
mitted to reform and has spoken out publicly against the use of violence, and the 
Israeli initiative to withdraw from Gaza and parts of the northern West Bank have 
together provided an opportunity to get the parties talking to each other again and, 
we hope, moving forward toward meeting their obligations under the road map. 

Disengagement is scheduled to begin in mid-August — some 6 weeks away. Time 
is short, and Israelis and Palestinians need to engage in genuine, effective coordina- 
tion. During the Secretary’s visit to Israel we were briefed on joint planning efforts 
currently underway between the Israelis and the Palestinians. The parties have 
begun to work coordination issues through a system of technical committees set up 
to deal with security and economic issues related to disengagement. Some progress 
has been made, but much work remains to be done to ensure that this complex oper- 
ation is successful. Overall Palestinian performance on confronting violence has 
been far from satisfactory, and this is a real shortfall and area of concern. 

The main challenges to be addressed between now and mid-August can be divided 
into two broad categories — improving the security situation and creating the condi- 
tions for growth in the Palestinian economy. In the first category, our efforts are 
led by General William Ward, the U.S. Security Coordinator, who has been in Israel 
since March 9 to assist the Palestinians in reforming and restructuring their secu- 
rity services, and to lead and coordinate international assistance toward those ef- 
forts. I am pleased to be joined today by General Ward, who is ready to answer your 
questions about the status of Palestinian security force reorganization efforts. 

The past 6 months have seen some positive developments on the security front, 
but again, much remains to be done. That has been made particularly evident by 
the recent increase in violence in Gaza and the West Bank, including the firing of 
mortars and Qassam rockets into Israeli towns and settlements and the killings of 
Israeli civilians in the West Bank. The announcement by Secretary Rice, when she 
was in Jerusalem on June 19, that Israel and the Palestinian Authority agree that 
the Israeli withdrawal must proceed peacefully and without violence, may appear 
to be a basic point, but it is important that both parties have now gone on record 
as agreeing that peaceful disengagement is crucial for success of this entire process. 
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President Abbas has taken some concrete steps toward security reform, including 
replacing some senior officials, passing a security pension law, decreeing the consoli- 
dation of the security forces under the authority of the Ministry of Interior and its 
Minister, Nasser Yussif, and cooperating fully with General Ward and his team. 
Abbas has made clear he will hold his security chiefs accountable for their perform- 
ance in halting attacks on Israelis. General Ward is working intensively with the 
Palestinians to help them continue their progress on security reform, but we must 
be objective and acknowledge that complete reform is not going to happen overnight. 
The Palestinians still do not have a unified command structure, and their forces 
lack the discipline and trust to respond appropriately to their official chain of com- 
mand. The consolidation of the security forces under Nasser Yussif is a start, and 
General Ward is continuing to address this problem with the Palestinians. The 
international community is also pla3dng a large role in these security reform efforts, 
in close coordination with General Ward. The European Union’s civil policing pro- 
gram is training and equipping part of the Palestinian police force. Egypt is pro- 
viding training for some Palestinian security forces. General Ward has assessed the 
equipment needs of the Palestinian security services, and a list of those needs has 
been provided to the international donor community to help guide the community’s 
real interest in assisting the Palestinians with their reform and capacity-building 
efforts in support of successful Gaza disengagement. That list identifies four broad 
areas of need: Communications and control; mobility and transportation; logistics 
and medical; and force protection. We will continue to work urgently with the inter- 
national community to identify the best way to channel aid for these areas into an 
effective program to support security reform. 

We are also encouraging Israel and the Palestinians to fulfill the commitments 
they made at Sharm el-Sheikh in February. They have already fulfilled some of 
those commitments: Israel has handed over nearly 900 Palestinian prisoners and 
has transferred security responsibility for Tulkarm and Jericho to the Palestinian 
Authority. After Prime Minister Sharon’s meeting with President Abbas last week, 
Israel announced that it would transfer control of Bethlehem and Qalqilya to the 
Palestinians within 2 weeks, promised the release of some additional prisoners, and 
made a commitment to improve the crossing situation to ease movement by Pal- 
estinians. 

An improved security environment is crucial for progress in our second category 
of pressing concern: That of Palestinian economic development. Here our efforts are 
led by James Wolfensohn, the Quartet Special Envoy for Disengagement. Mr. 
Wolfensohn will address this committee after my testimony, so I will not go into 
great detail on his mission, but I do want to say a few words about it. First of all, 
Mr. Wolfensohn has high credibility with both Israelis and Palestinians and met re- 
cently with the Quartet Principals and G-8 Foreign Ministers, who endorsed his 
work. Jim is focusing on Israeli-Palestinian coordination of the nonmilitary aspects 
of the withdrawal, as well as on economic revitalization of the Palestinian economy. 
He has brought together a team drawn from both the U.S. Government and from 
our Quartet counterparts, and his mission is clear evidence of how the international 
community can work together to contribute to the peace process. Mr. Wolfensohn 
has acted as a catalyst to improve coordination between Israel and the Palestinian 
Authority, and has engaged the donor community on the continued need to support 
the Palestinian economy. The key issues for Palestinian economic revival have been 
clearly identified. The immediate challenges include the disposition of settlement as- 
sets, improving the flow of goods and people, and the establishment of transpor- 
tation links between the West Bank and Gaza. The Israelis and Palestinians made 
progress on the first two points during Secretary Rice’s visit 2 weeks ago, mutually 
agreeing that removal of existing settler homes in Gaza is the most sensible course 
of action; and Israel agreed to evaluate the way it manages crossings, in order to 
improve the flow of people and goods. However, we must remember that resolving 
these issues alone will not lead to an improved Palestinian economy if the Pales- 
tinian Authority does not maintain the pace of reform. Building transparent, ac- 
countable government institutions and creating an investor-friendly climate is crit- 
ical to restoring growth. 

The task of returning the Palestinian economy to a sustainable footing will re- 
quire the coordinated efforts of both the parties and the international community. 
Efforts by the Israelis and Palestinians alone are unlikely to be sufficient to revive 
the Palestinian economy. Four years of intifada-induced economic decline have left 
over two-thirds of Gazans in poverty. Declining revenue has left the Palestinian Au- 
thority with a $660 million shortfall in its budget this year, according to IMF esti- 
mates. At the March 1 London Meeting Supporting the Palestinian Authority, the 
international community underscored its readiness to play a vital role by providing 
financial and technical support to the Palestinians at this critical moment. 
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In this regard, it is important to highlight the impact of our own efforts. The 
United States remains the single largest contributor of assistance to the Palestinian 
people. The $200 million in FY 2005 supplemental funding and our FY 2006 request 
for $150 million in assistance will be used to help improve the quality of life for 
Palestinians in both Gaza and in the West Bank. During President Abbas’ May 26 
visit to the White House, President Bush announced that $50 million would be used 
in direct assistance to the Palestinian Authority for new housing and infrastructure 
projects in Gaza. This assistance will be drawn from remaining unobligated FY 2005 
funds. 

The challenging missions of Mr. Wolfensohn and General Ward clearly require 
close consultation with Israeli and Palestinian officials. In order to facilitate these 
consultations in the short time left before Gaza disengagement begins, we have de- 
cided to amend our travel ban on official United States travel to Gaza. The travel 
ban remains in place, but we are now allowing limited travel to Gaza by only Mr. 
Wolfensohn and General Ward — and others needed for direct support of their mis- 
sions — on a case-by-case basis, in recognition of the imperative need to assist the 
Gaza disengagement process. 

I have mentioned a number of areas in which the international community can 
be, or has been, helpful, including providing economic assistance and helping with 
security training and reform. It is important to note that amongst the members of 
the international community, the Arab States have a key role to play in promoting 
peace. They have a special responsibility to provide economic assistance to the Pal- 
estinians and to press for continued reform of the Palestinian Authority, but they 
can also move the process forward by resuming contacts with Israel, reopening trade 
and representative offices, and abandoning the Arab League boycott. Above all, 
Israel’s neighbors in the region have an obligation to clearly oppose those who would 
support terrorism or work against the peace process. We will continue to work over 
the coming months to encourage our friends and partners, in the region, to help cre- 
ate a positive environment for peace. 

Gaza disengagement holds out the possibility of reenergizing the road map, which 
is still the only plan on the table. We believe that the road map and existing mecha- 
nisms, including the Quartet, the Wolfensohn mission, the Ward mission, and of 
course, our Ambassador in Tel Aviv and our Consul General in Jerusalem, are the 
best avenues right now for moving the parties forward on disengagement and on 
their road map commitments. Both Israel and the Palestinians continue to have ob- 
ligations under the road map: Palestinians must confront violence and dismantle the 
terrorist infrastructure; Israel must stop settlement expansion and dismantle unau- 
thorized outposts. We will continue to work with both parties, through our existing 
channels, to encourage them to meet their road map commitments and achieve a 
peaceful, orderly Israeli withdrawal from Gaza and parts of the northern West 
Bank. Successful Israeli disengagement will — we hope — trigger progress along the 
road map and move us closer to our ultimate goal of the two-state solution to the 
Israeli-Palestinian conflict. 

Thank you. I’ll be happy to take your questions. 

The Chairman. Thank you very much, Ambassador Welch. Gen- 
eral Ward, do you have comments at this point in the hearing? 

General Ward. Thank you, Mr. Chairman, I do. And I, too, am 
pleased to be here to provide an overview of the ongoing Pales- 
tinian security sector reform and disengagement. As you know, last 
February, the Secretary of State announced my special assignment 
as the U.S. Security Coordinator for Israel and the Palestinian Au- 
thority. My responsibilities include advising and assisting the Pal- 
estinian Authority and consolidating their security sector, as well 
as coordinating the International Assistance to the Palestinians, 
and encouraging meaningful bilateral cooperation between the 
Israelis and the Palestinians. 

I work closely with the chief of mission in Tel Aviv and in Jeru- 
salem, and with various members of the international community 
and organizations that are also located there in Jerusalem. I have 
direct access to the Secretary of State, and work most often 
through the Assistant Secretary for Middle Eastern Affairs. 

It is my belief that both President Abbas and Prime Minister 
Sharon are committed to peace and to the immediate task at hand 
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associated with disengagement. Now success could sure rest with 
both parties. They have done things with respect to expressing 
their commitment to this process, but they must follow through on 
those commitments. Bilateral meetings are now occurring on mul- 
tiple levels within the security sector and elsewhere, and these are 
important steps for this disengagement process. Now these meet- 
ings must occur, however, and continue to be put in place regard- 
less of the day-to-day circumstances that occur on the ground 
which are up and down as you are well aware. 

The requirement for both sides to compromise and to develop a 
sense of trust and cooperation remains an ongoing challenge. Most 
accounts of these bilateral meetings that do occur, however, are 
positive, and I get that from both parties. And my team and I meet 
regularly with Israeli and Palestinian security sector leaders to 
keep pushing them for doing those things that are important for 
the continuation of this process. As you are aware, the Palestinian 
security sector was fractured and dysfunctional, with separate 
chieftans that were loyal to individuals with not having any clear 
lines of authority and unresponsive to any central command. To re- 
form their security sector, first required the Palestinians to shift 
the way they thought about providing security and the role of these 
security institutions. And that I believe, sir, has occurred. 

Translating that into actions on the ground is where the chal- 
lenge still remains. Our focus is to assist the Palestinians in devel- 
oping a security sector that is based on the rule of law, good gov- 
ernance, with clear lines of authority, responsive and responsible to 
the duly elected civilians’ authorities and to the Palestinian people. 
I believe that the emphasis on institutions is critical if we are to 
see meaningful and lasting change in the Palestinian security sec- 
tor. No doubt this will be a long-term proposition. 

The Palestinian Authority is taking steps to reform. The security 
forces are in the process of restructuring from a number in excess 
of 16 different security organizations to a number now about 6, 
moving to their goal of 3. These structures all report now to the 
Minister of the Interior which is what was outlined by President 
Abbas. We continually reinforce with all the need to use the Min- 
ister of the Interior and those institutional lines as the basis for 
dealing with the security sector, and not through side channels as 
has been the practice, all contributing to the dysfunctional nature 
of the security sector. 

While the Palestinian security forces are taking actions on the 
ground, they must continually seek ways to do more. And they 
need the full support from the political environment that is so im- 
portant for legitimizing those actions there, in the region. Now, 
with the recent state of lawlessness on the Palestinian streets, 
there is evidence that these requirements are taking hold. There 
are arrests being made, albeit not to the degree that I would like 
to see, but there is movement that we need to continue to push and 
encourage them to do. 

I’d also highlight some positive work being done in detecting and 
closing down tunnels along the Gaza Strip. This work was being 
done in cooperation with the Israelis on some cases, and then being 
taken — action being taken by the Palestinians. 
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However, as I indicated, more needs to be done. Regarding the 
Palestinian reforce requirements; we are working with the inter- 
national community to identify donors for their material needs and 
the Israelis to expedite delivery of these items once they are in 
country. Currently our efforts are focused on providing materials, 
moving it. Right now, the Europeans, through their assistance pro- 
grams, their police force, have brought in equipment and we’re 
working with the Israelis to get that expedited to the Palestinians. 
We’ve also provided, as Ambassador Welch pointed out, an initial 
consolidated list of material needs to the international community. 
These items include individual equipment and clothing, vehicles, 
communications equipment, as well as facilities. Another important 
aspect of our approach is working with, and coordinating the efforts 
of, the international community and ensuring that our aid is syn- 
chronized, targeted, and not disruptive to the overall process of re- 
structuring an effective security force. As the Ambassador pointed 
out, disengagement remains our immediate focus. 

A successful disengagement sets the conditions for a return to 
the road map. Disengagement success will he a function of the ac- 
tions taken by both sides, leading up to, during, and after; it is 
about the sides honoring their commitments and the under- 
standings that were agreed to at Sharm. Both critical to an atmos- 
phere of peaceful disengagement; one that does not occur under 
fire. Both the Israelis and the Palestinians must take actions to do 
what they stated they would do irrespective of what the other side 
is doing or not doing. The ongoing disengagement coordination is 
critical in this endeavor. In my estimation, the most significant fac- 
tor for improving the security situation rests in the leadership of 
the Palestinian Authority providing consistent and unified direc- 
tion to the Minister of the Interior and to the security chiefs. They 
must gain the support and commitment of the process by all. Nota- 
bly the FAFA leadership, ministers, security chiefs, and heads of 
families in that environment. There must be an effective informa- 
tion program that reaffirms the future, hoth near and far events, 
and provides hope for the Palestinian people, backed by credible 
programs that my friend, Mr. James Wolfensohn, is leading an ef- 
fort on, that will make peace and stability a better option than vio- 
lence and terror. 

Success rests on the shoulders of both parties. There’s a commit- 
ment at the highest levels. Translating that commitment to actions 
on the ground, as I said, remains a challenge. They must follow 
through with those actions. 

In the end, effective security sector reform is an effort and effec- 
tive economic and social advantage. 

Sir, thank you for the opportunity to make that statement. 

The Chairman. Thank you very much. General Ward, for that 
statement. Let me recognize now the distinguished ranking mem- 
ber of our committee for his opening statement. 

OPENING STATEMENT OF HON. JOSEPH R. BIDEN, JR., U.S. 

SENATOR FROM DELWARE 

Senator Biden. Thank you very much. And, Mr. Chairman, 
thank you for holding this hearing. I think oversight is absolutely 
critical, not just for our information, but for informing the Amer- 
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ican people as to exactly what commitments we’ve made, what ac- 
tions we’re taking, and how well we’re doing, and what needs to 
be done that isn’t being done, if that’s the case. 

And it’s a pleasure to see you again, Mr. Secretary, and General, 
welcome. Prime Minister Sharon, I think we’d all agree — and I’ve 
had my disagreements, privately with Prime Minister Sharon over 
the last 30 years, but I think he deserves special praise right now, 
because what he’s doing not only takes political courage, it takes 
some personal courage. And I want to just acknowledge that. 

Removing 8,500 people, figuratively speaking, with their mat- 
tresses on their back, heading out from a place they’ve been living 
to move to another place, is no small feat. If you were going to re- 
move 8,500 people from North Capital Street and out toward the 
stadium, it would be an undertaking. It would be very different if 
we were doing it under extremely emotional and hostile cir- 
cumstances. I see the job that the General has, obviously, is to see 
to it that it’s less hostile. And you can’t do much about the emotion, 
but you can do a lot about the hostility. And I thank you for your 
efforts. General. 

So the question to me is: What’s the role of the United States, 
our Partners in the Quartet, and the Arab States in this process? 
First, the Palestinians and the Israelis have to dramatically im- 
prove the coordination with regard to disengagement. The General 
and the Secretary have spoken a little bit to that, but it seems to 
me, and I’m going to be asking about this. General, there’s a long 
way to go. And not much time to do it. 

Second, it seems to me we have to step up our efforts to help 
President Abbas, to bring tangible — tangible improvements to the 
lives of the Palestinians. I know my colleagues on the committee 
have been with me, and we’ve all done some version of this where 
every meeting I’ve had with Abbas over the last year, 6 months — 
and going back 2 years to his short stretch as Prime Minister — has 
been, tell me what you need. What is it specifically that we can do 
to demonstrate rapidly that you’re able to produce for your con- 
stituency. 

All of us know Hamas is a violent form of a Tammany Hall of 
the 19th century. Not only is it a physical threat, but it provides 
some economic grounding for people in Gaza. You want to go to col- 
lege you go to Hamas. You want to get a — their version of a Christ- 
mas turkey, perhaps not the best analogy, but you know, you go 
to Hamas. And so I applaud the President’s announcement this 
week of $50 million in direct aid to the Palestinian Government. 
The fact of the matter is, I think we’re making a serious mistake 
putting the $200 million supplemental appropriation through 
NGOs. I think you need a big bang for the buck now. There’s an 
election that’s been put off 6 months. I’m just a plain old politician, 
Mr. Secretary, but I tell you, if the water ain’t running, and if 
you’ve got to go to this unofficial guy to help you get your kid to 
school, and I’m the elected official, and I’ve got to go to an NGO 
down the road, then it doesn’t give me much leverage, it doesn’t 
give me much authority, it doesn’t give me much standing. I think 
we’re making a serious mistake, and I think we should be moving 
more of that $200 million directly, and immediately, to Abbas. 
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I would also suggest, Mr. Chairman, that even as we bolster the 
Palestinian Authority, we have to make it clear that it’s going to 
have to move decisively. Decisively, against lawlessness as it’s oc- 
curring and if it occurs during this process. And fourth, it seems 
to me, we have to be prepared to help Israel meet cost of shifting 
its development priorities away from settlements in the West Bank 
and Gaza and toward areas within Israel proper such as in the 
Negev and Galilee. I think this would be a wise and necessary in- 
vestment for the United States to make. 

And fifth, even as we give Israel our full support in disengage- 
ment, I fully support the administration call for Israel to avoid uni- 
lateral actions, such as settlement expansions. I think that would 
be incredibly counterproductive. I can only imagine the political 
pressures that might be in play for the Prime Minister. But I think 
it’s a tragic mistake, if you were to do that. Expansion complicates 
the prospects for peace, creates unnecessary hardship for Palestin- 
ians, and I think creates fear that this is Gaza last, not Gaza first. 

Sixth, seems to me we have to press Egypt to take responsibility 
for the boarder with Gaza, so that Israel can make a complete 
withdrawal. Egypt has a significant stake in preventing Gaza from 
becoming an armed terrorist camp and the source of instability. 
The smuggling of sophisticated weapons from Egypt’s territory has 
to stop. 

Seventh, we must press, in my view, the oil rich Arab States to 
give a small portion of their windfall profits, and they are windfall 
profits now, they have more money than the Lord at the moment — 
to the Palestinians. It’s time to step up, help your Arab brothers 
and sisters. Step up to the ball big time. 

When I met with Prime Minister Sharon, one of the several 
times this year, in his office — it was interesting for the Israeli 
Prime Minister to say this, and he said it to you guys, I know, on 
the panel — but he said, the Palestinians should be building — and 
we would join them in building, a multimillion dollar desalinization 
plant. Their own electrical capability. The Arab States should step 
up to the ball and provide hundreds of millions of dollars to do 
that, now. 

They’re so phoney in their bleeding and concern for their Pales- 
tinian brothers and sisters, now is the time. Now is the time. And 
I realize they’re strong words saying phoney, but I think they are 
phoney, in the way in which they express their deep concern for 
the Palestinians. Show me. It’s that old Cuba Gooding expression, 
show me the money. Show them the money, show them your con- 
cern. 

Mr. Chairman, in the weeks ahead I think we have an oppor- 
tunity to make significant progress toward the goal of securing a 
lasting peace in the Middle East. Many of the challenges we face 
in this region will seem a lot more manageable if we’re able to 
make progress on this front. And we all know what the stakes are, 
the General knows it better than anybody. If this goes successfully, 
I think there’s an inevitable momentum to put us back on the road 
and move us on the road map. But if we don’t, the Intifada’s of the 
past will pale in my view. I think this is the single most significant 
thing that we have been a party to in the last — I don’t know, last 
couple of decades. 
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So, I thank you both for your being here, I thank you for your 
leadership, and. General, I wish you all the luck in the world. It’s 
like herding cats, but you’re doing a good job. And I will yield my 
questioning time, because I took other people’s time. 

The Chairman. Well, thank you very much. Senator Biden. No 
need to do that. We’ll just have a round of 10 minutes at this point 
for each of us to be recognized. And let me commence the ques- 
tioning by asking you. Ambassador Welch, about Prime Minister 
Sharon’s comment that there will be a long pause after disengage- 
ment before Israel would take additional steps. You know clearly 
this idea of a pause comes into, at least, the journalistic accounts 
of the situation. Is that, in fact, the Prime Minister’s intent? You 
have visited with him and have been with Secretary Rice during 
her recent visits. What is the meaning of this “pause” business, and 
furthermore, does the Prime Minister still recognize the same road 
map? We talked about the road map almost as a generic situation, 
but what sort of road would he be prepared to take with or without 
the pause? 

Ambassador Welch. Mr. Senator, the road map remains the rec- 
ognized guide, toward peace negotiations. It’s a phased program of 
reciprocal actions by the parties, with support from the inter- 
national community. It’s accepted by Israel, the Palestinian Au- 
thority, by us, and the Quartet, of course, who drafted it. When 
Secretary Rice, was in Israel on this last trip, she had a press ap- 
pearance with Prime Minister Sharon and at that press appear- 
ance, he stated — the Prime Minister stated that he saw the steps 
before us now, as a way to reenergize the road map. I think that’s 
an affirmation of his continued commitment to the road map, as 
the recognized path forward. That’s it. As the Secretary has men- 
tioned, I think to you and to others, there’s a tendency in the re- 
gion to look at the horizon before looking at what’s the first step 
toward it. The first step we are all agreed, is Gaza disengagement. 
Gaza disengagement is necessary, but not in sufficient condition to 
arrive at negotiations as envisioned in the road map. But, of 
course, the reverse is also true, because if it doesn’t go well, our 
progress along that path is going to be very, very difficult indeed. 
So what we are focused on now, with intensity, and the gentleman 
here with me today can describe that in great detail, about how 
their missions are designed to support this, is to make this Gaza 
disengagement process succeed. It is not an end in and of itself It 
is the first step. Thank you. 

The Chairman. But what about the pause, and this idea that 
somehow we take time out? How much time? What is your com- 
ment about that? 

Ambassador Welch. Well, I seen his remarks and I, you know, 
there are various statements out there about the acceleration on 
the road map, or the lack thereof — again this next several weeks 
here, between now and August 15, when Gaza disengagement is 
scheduled to begin, and during the period in which it’s conducted, 
are very critical to ensuring that we have a possibility of moving 
along the road map, pause or no pause. This has got to remain the 
focus of our effort. My job is to present our position on this, not to 
explain the various statements of others involved. 
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I’m confident in Israel’s commitment and in the Prime Minister’s 
commitment to the road map as the agreed basis to move. 

The Chairman. Does the road map have anything to say about 
the wall along the current boundaries? When Prime Minister Shar- 
on came to the United States — a couple of years ago, I suppose — 
for one meeting that he had with some members of our committee, 
he described the building of this wall as important for security, to 
combat terrorism. Does the wall remain, what happens to it in the 
process? 

Ambassador Welch. Sir, the barrier that is — has been con- 
structed, is still under construction in some areas, as I understand 
it, designed to protect Israel security. We understand and believe 
in Israel’s right to defend itself against violence and terrorism. It’s 
not the barrier per se that’s of concern, but its course that is of con- 
cern. With respect to that, we do have issues regarding the course 
of the barrier, those are not resolved. This falls into the category 
of concerns that we have related to unilateral steps that could po- 
tentially, either affect the lives of Palestinians involved in the 
areas, or have the impact of prejudicing final status negotiations 
when we get to that point. 

Like settlement activity, we express our concerns directly, both 
publically and privately to the Israeli Government on those issues. 

The Chairman. General Ward, do you believe that the Palestin- 
ians, as they train and equip a security force, will have the ability 
to enforce the rule of law and to combat terrorism as we require 
them to do? And what is the status of that training, with regard 
to this mission that we all agree is important? What are the means 
of effecting it successfully? 

General Ward. Sir, the ability will come after time. It is not 
there at this current juncture. It will take a resourcing, a training 
regimen, it will take a training program that includes discipline, 
that includes causing a situation where you have royalty attributed 
to individuals as opposed to the institutions, the legitimate institu- 
tions of the government. That process, sir, will occur over time. 
That translation will take time and it does not currently exist. We 
are doing things now to put them on the road to accomplishing 
those sorts of things. We are working with members of the inter- 
national community, Egypt, Jordan, who have offered training as- 
sistance. European nations, other nations of the world agencies, are 
offering resource material that will be used to help reestablish, re- 
build this security sector. But a big part of this rebuild program 
process, sir, also includes and requires and demands a change in 
how you have security sector functions being accomplished. Where 
you have units, loyalty, individuals, chieftans, if you will, and hav- 
ing this entire sector that’s responsible to the essential authority, 
with direct responsiveness, and responsibilities back to these cen- 
tral governing bodies. That has not taken hold. We are working 
that each and every day, we’ve put those sorts of things into place. 
The security sector, initially when I arrived there, the numbers of 
organizations, 12 , 16, point being, sir, it was fractured, they were 
dysfunctional. President Abbas has decreed that that security sec- 
tor be consolidated, steps have been taken to consolidate the secu- 
rity sector. Those steps have not been completed, it’s a process that 
is currently ongoing and it will continue to take time. 
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The Chairman. And, General, let me just ask you about that as- 
pect, because frequently we have been visiting with military au- 
thorities as to how training is going in Iraq. Now that’s much more 
complex and a larger situation. But still there are some parallels. 
For the diplomacy to work, and for people to have confidence in the 
results and so forth, the security forces that you’ve described have 
to be there. As you say, it has not been accomplished. You were as- 
sertive at the be^nning. But can you give any road map of your 
own as to how this might proceed, given the potential for training, 
as you have suggested, from the Egyptians and the Jordanians, 
quite apart from anything we may contribute? How are these peo- 
ple to be recruited? How will they be paid for? Is 1 year, or 2 years, 
a likely plan for setting up adequate security forces? 

General Ward. Sir, the current security sector includes about 
58,000-plus members. 

The Chairman. Palestinians? 

General Ward. Palestinians. Of that number, sir. I’d say 20 to 
22,000 of those folks actually show up to work. What has occurred 
over time is that the security sector, in my words, has been a “so- 
cial welfare net,” and you have payments being made to individuals 
who don’t come out and contribute to the day-to-day security situa- 
tion on the Palestinian streets. That is being looked at, is being re- 
formed. The President recently issued a decree retiring those over 
60, that has been something that had never occurred before in that 
society. You know the notion of retiring someone, moving them 
aside and letting the younger generation come forward, just wasn’t 
something that was in that mentality of doing business. 

Those steps are being taken. There are steps being taken to re- 
cruit from within these numbers of forces that exist. A formation 
that can be used for Gaza disengagement, that formation is being 
recruited. It is being stationed in Gaza, and we will continue to 
look for ways to get them basic training and then over time, what 
will be needed is sustained training, sir, that will be provided by 
any number of potential donors in order to professionalize and put 
discipline into this — into this force. And we are working with inter- 
national donors to make that — make that happen. 

The Chairman. Senator Biden. 

Senator Biden. Thank you very much. General, in 10 minutes I 
want to focus on you, if I may. I’ve been hanging around you guys 
for the past 32 years and I have an incredible respect for you. I 
know that you generally go out and look at what the requirements 
are, and what the capabilities are, and then you make a judgment 
about what you think the intent of the parties are. Could you tell 
us as in clear laymen terms as you might be able to, what the re- 
quirements are. Forget whether or not the Palestinians or Israelis 
are doing what they’re supposed to do. What are the requirements, 
as you see it from a security standpoint, that have to be in place 
to enhance the possibility that the disengagement will be able to 
be carried off, relatively peacefully without Jihadist or renegade 
Hamas forces or anyone else using violence? What are the physical 
requirements? How does this get organized? 

General Ward. Sir, I appreciate that. One of the things that I 
have to say is, it doesn’t fit the typical model, sir, that we looked 
over this past couple of decades. 
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Senator Biden. I bet that’s true. 

General Ward. So that’s the first thing that I had to kind of cali- 
brate my thinking when I arrived there. The first thing to me — in- 
tent, I think, is the first thing. 

Senator Biden. Okay. 

General Ward. Because, what is their commitment to doing 
these sorts of things. You need a chain of command, sir, that will 
cause something that’s dictated and ordered, that’s been issued, is 
there an effective mechanism means to, in fact, carry it out. You 
need communications that will allow that to be done. And meaning- 
ful ways, expedient ways, and then the ability to check and con- 
firm. Without question material resources are required. The last 4 
years the infrastructure of Palestinian security sector destroyed, fa- 
cilities are gone, by and large, there are some facilities that exist, 
the equipment is old, that that’s there, within — and the legitimate 
sector, there will be those who will say there’s a lot of other stuff 
out there on the other side of the picture. You need basic individual 
equipment, items, protective clothing, you need the ability to move 
your force, transportation, vehicles, those are the sorts of material 
resources that are lacking. The question of armaments, and arms 
and ammunition is there — with respect to how much of that 

Senator Biden. If I can stop you. This is very helpful, at least 
to me, to try to get my head around this. Because we talk in broad 
general terms sitting here, but you’re on the ground there. And 
speaking with Palestinian officials they expressed, not in as precise 
a way as you just did, the same kinds of concerns. In meeting with 
Mr. Abbas in Ramallah a while ago, he indicated that his first 
order of business was to get that chain of command in place. To 
consolidate the various militia out there, whatever you want to call 
them. How well is that going? How much consolidation is taking 
place? There are reports of efforts to reform the retirement and the 
pension systems and try to get rid of a lot of these folks; my words, 
not Mr. Abbas’ words. How is that moving along in shaping the 
pool of Palestinian military, quasi-military police forces that you 
have to deal with — how is that moving? 

General Ward. Sir, I’m often asked: Am I satisfied with that as- 
pect of the restructuring? The answer is “No”; I’m not. 

Senator Biden. I’ve never met a Lieutenant General who is satis- 
fied with anything, thank God. But tell me how far off are we be- 
fore you would be able to say to the Ambassador in Israel: Mr. Am- 
bassador, I think when Abbas sends an order it is likely to get to 
the police station in Rafah, for example, and be honored. 

General Ward. Sir, I think we’re much better off today than we 
were when I arrived there 3 months ago. There is momentum, 
there is movement to legitimize and institute a chain of command 
in that structure. I think quite frankly, sir, some of the things that 
we see today with respect to some of the lawlessness is, in fact, a 
result of that as some of these traditional power centers are being 
jumbled, being jeopardized, those who would take issue with that 
are acting accordingly. 

So I believe that there is progress on legitimizing this structure. 
I think the — an order issued by the President, by the Minister of 
the Interior, has a far better chance of being implemented through- 
out the chain of command today, than it was 3 months ago. On a 
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scale of 1 to 10 I wouldn’t want to judge it, but it’s something more 
than — it’s in the upper half of that, I would say as opposed to 
being 

Senator Biden. Now a very practical thing, which I know a little 
more about from years of working with police officers. They have 
to have a vehicle. They have to have a radio, they have to have a 
weapon, once that order has been sent down the chain of command. 
And my understanding is there’s not — there’s not much of that. I 
mean literally, just vehicles to be able to take the bad guys that 
the Palestinians may arrest and put them in prison. Do they even 
have a working prison now? 

General Ward. Sir, again, not by our standards. There are facili- 
ties where they can put 

Senator Biden. They can detain, but not a 

General Ward [continuing]. Yes, sir; yes, sir. But it’s certainly 

not — it’s a different structure is not 

Senator Biden [continuing]. And let me put it another way, and 
you may not want to answer this, and I understand, and maybe 
you could privately if it is not appropriate to answer it publically. 
Have any of the material requests you’ve asked for on behalf of 
standing up a Palestinian force, that would add to the prospects of 
a successful disengagement, not been forthcoming? In other words 
do you issue a report to the Quartet and say, hey look, I can tell 
you right now, fellas, they only have two vehicles and they need 
24 at minimum. Or they don’t have communication capability, we 
need to get this in from here to there. Do you make suggestions 
like that and if you do, to whom do you make them? 

General Ward. I do. Most recently we have provided to the inter- 
national community, which would include members of the Quartet 
and others, our assessment based on multiple inputs of some 
resourcing requirements. We have given that to the international 
community, have asked for them to come back and give us their 
ability to contribute, to react to those requirements, that is an on- 
going process, sir. There are efforts underway currently through 
the European Union to bring in those same sorts of equipment ve- 
hicles, communications gear. We’re working with the Israelis to ex- 
pedite the delivery of those goods through their port, once that 
equipment is in, but we continue to provide that type of informa- 
tion and data to the international community. 

Senator Biden. Well, my time is up. I have a lot more questions. 
I may submit some to you in writing. General. But let me say, and 
I’m sure the committee shares my view, I think you’re doing a 
great job. I know you’re supposed to rotate back to Europe pretty 
soon. I don’t know if you want to stay. I’m not asking you. But in 
my observation from hanging around this issue for a while, con- 
tinuity is pretty important. And I hope — well I just hope there’s 
some continuity. And I appreciate it. The reason I ask the ques- 
tions, Mr. Chairman, are obvious. One of my criticisms of every ad- 
ministration, is that I don’t sense a sense of urgency. You know 
there’s an urgent requirement. All the little things. The little 
things add up to whether or not this is a success, not the over- 
arching policy goals we’re talking about. 

Whether or not you got radios. Whether or not a guy that you 
trust that will, in fact, respond to a central authority in Ramallah 
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is able to pick up the radio and contact a guy who is near where 
the action may take place, God forbid. It’s a gigantic issue. I mean 
you know, and so I hope that your recommendations are heeded 
and heeded quickly, and again I have more questions, but I’ve gone 
over my time already, and I thank you very much. General, for 
doing what you’re doing. 

The Chairman. Well, thank you very much. Senator Biden. 

Senator Hagel. 

Senator Hagel. Mr. Chairman, thank you. Gentlemen, good 
morning. Thank you for your good work and your leadership, and 
convey to your colleagues how much we appreciate their efforts as 
well. General Ward, could you explain the progress being made be- 
tween the Israeli and Egyptian Governments on the security issues 
concerning the Gaza-Egyptian border? Obviously, that’s going to be 
a critical component of this effort you have alluded to it, as well 
as Secretary Welch. But give us your opinion of how those negotia- 
tions are going. 

General Ward. Sir, I think the current situation along the bor- 
der, and as it pertains to the future given Gaza disengagement, is 
encouraging. The level of coordination between the Egyptians and 
the Israelis with respect to the force along the Palestine corridor, 
what that force is, how that force will be equipped, and where that 
force will be positioned, I believe is just about been resolved be- 
tween the Egyptians and the Israelis and I would suspect that 
within a matter of days, as I’ve been told by — by both parties, that 
they will have those issues resolved that will then put the mecha- 
nisms in place for that corridor to be taken by the Egyptians. We 
will continue to watch that, we’ll continue to work with both par- 
ties to ensure that they work that to completion to get an agree- 
ment that, as the Ambassador pointed out, does not impact the ex- 
isting treaty arrangements between Egypt and Israel. 

The level of coordination between the Israelis and the Palestin- 
ians with respect to the Gaza disengagement is likewise favorable. 
There has been established a series of meetings at three different 
levels. At the ministerial level, where the Israeli Minister of De- 
fense and the Palestinian Minister of the Interior have met to dis- 
cuss overwatching parameters for the coordination. There have 
been meetings at the planning level chaired by general officers 
from both the Israeli side as well as from the Palestinian side. 
There have been at least two of those, I believe, within the last 
couple of weeks. Also characterized as positive meetings by both 
parties. 

And, most importantly, the meetings that will occur on the 
ground by the commanders who will be in charge of the day-to-day 
activities, to help ensure that disengagement does not occur under 
fire. That those meetings likewise have occurred. The good news, 
Mr. Senator, is that those commanders on the ground have been 
meeting throughout this period and so there is a relationship that 
exists there. What we require now is the type of central commit- 
ment and direction to those field commanders that will enable 
them to continue to do effective coordination for movement of 
forces, employment of forces, positioning of the forces, and aware- 
ness of where the requirement is to move a force, in order to pre- 
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vent some action of occurring that would be detrimental to the 
process. 

Senator Hagel. Well, that’s encouraging, General, and thank 
you. Secretary Welch, you eluded briefly to this in your testimony 
and in answer to a question here, but to your knowledge, have all 
the Israeli settlements’ activity ceased? 

Ambassador Welch. We watch this activity as closely as we pos- 
sibly can, there are a number of concerns we have with respect to 
settlement activity, the — it’s sometimes difficult to distinguish be- 
tween what’s new or previously existing settlements. There’s the 
whole question of the unauthorized outpost, there’s a question of 
some of the associated measures with settlement activity, such as 
land confiscation, building in certain areas. And then there’s the 
barrier wall which you asked about earlier. In all these areas we 
do have some ongoing concerns and issues that we raised with the 
Government of Israel. I think Israel recognizes its obligations 
under the road map, and we continue to point out to them that not 
only is it important to understand that those remain and should 
not be compromised, but even if we have a difference of where we 
are on the road map, Mr. Senator, we have a concern about settle- 
ment activity with respect to its impact on the lives of Palestinians 
on a daily basis, but also that it might prejudice to get to ener- 
gizing the road map, or negotiations on final status. The President, 
President Bush, has addressed this very directly. Both publically 
and privately with our Israeli friends. And the Secretary of State 
did so, as well, during both of her trips to the region. This is an 
ongoing dialog and there remain issues there. 

Senator Hagel. Thank you, Mr. Secretary. What’s your assess- 
ment of the — Israel’s actions today, to remove checkpoints on the 
West Bank, Gaza, facilitating better entry, more entry, in Israel for 
Palestinian workers. 

Ambassador Welch. A very pertinent question, sir, both to the 
process of Gaza disengagement and a situation as it obtains on a 
daily basis. Perhaps you can also, sir, ask this question of Mr. 
Wolfensohn when he presents his views. Because I know a lot of 
his work is designed to address that situation with respect to Gaza 
and it’s one of the major issues between Israel and the Palestinian 
Authority with respect to Gaza disengagement. As you know from 
your own travels to the area, this issue of movement of people is 
a very delicate and sensitive one. There are security implications 
for Israel on one side. And then there are implications for the Pal- 
estinians for their daily lives, for their economic activity, for the so- 
cial interaction between Palestinian populations, wherever they 
are. 

There has been some turnover of towns pursuant to the Sharm 
el-Sheikh cease-fire understandings arrived at between Israel and 
the Palestinian Authority. This issue was also addressed in the re- 
cent summit meeting between Prime Minister Sharon and Presi- 
dent Mahmoud Abbas. We understand from our Israeli friends that 
further turnover of towns is contemplated, and that they’re seeking 
to resolve some of the issues, the security issues that arise from 
that. 

General Ward has been involved in that dialog, also, because one 
part of our effort here, and I think this speaks to Senator Biden’s 
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concern about the urgency and the small steps that are necessary 
to make sure all this knits together in the most positive outcome 
possible. One of our steps that we have underway is to remain at- 
tentive to trying to facilitate this dialog between Israel and the Pal- 
estinian Authority about those Sharm el-Shaykh understandings. 
Because alongside the Gaza disengagement, there’s a very impor- 
tant reality that the security of the West Bank, those parts of the 
occupied territories is also a highly relevant and immediate con- 
cern. And we would like to see more towns turned over, provided 
that Israel’s security needs are in that process, are also addressed. 

Senator Hagel. General Ward, would you like to add anything 
to that, just briefly, in anyway? 

General Ward. No, sir; other than to reiterate the point that the 
checkpoints to turn over those cities, the freedom of movement, the 
mobility, are all important factors here, and as the Ambassador 
mentioned, we work very hard pushing to have those requirements 
met by the Israelis within their security concerns. 

Senator Hagel. Mr. Secretary, in your opinion, and I will ask 
Mr. Wolfensohn this as well. How much progress do you believe the 
Palestinian Authority made on institutional reform? Judiciary re- 
form, transparent finances, pension issues, payroll, some of the 
more significant dynamics of governance, that are going to be crit- 
ical. And I would appreciate your assessment. And again, I will ask 
the former President of the World Bank this same question, thank 
you. 

Ambassador Welch. Senator Hagel, this is a very, very impor- 
tant aspect of ensuring that this whole process can produce a posi- 
tive result. To put it bluntly, one of the great difficulties here is 
the Palestinian Authority does not have capable institutions of gov- 
ernance. As a general matter. Now there are important differences 
within it’s pieces, with respect to their development. Let me say 
this on the encouraging side. On the encouraging side, I think 
under their Minister of Finance, Mr. Salam Fayad, they have done 
a very good job of trying to get their hands around control of the 
money, the budget, and provide transparency to the international 
community for how assistance of support is used. 

That’s very important for the United States, because as you all 
have mentioned the American taxpayer is a very strong contrib- 
utor. And the United States is the single number one donor to the 
Palestinian Authority, to the Palestinian people of assistance. We 
have made a limited number of exceptions to provide such assist- 
ance through the Palestinian Authority itself. And we would not do 
that unless we had confidence in the measures that Mr. Fayad has 
put in place. That’s on the encoura^ng side. On the less encour- 
aging side, I think you just had a fairly objective report from Gen- 
eral Ward, of where security reform stands. Its as he said, a work 
in progress. In the middle there are a variety of other institutions, 
some that function, you know, tolerably well, others that need a lot 
of improvement. The elections process that some members of this 
committee intended as observers, that I think was capably handled 
by the PA authorities, and we believe that those parts of the Pales- 
tinian institution of governance could work well for future elec- 
tions. The justice system, that’s an area that needs considerable 
improvement. I think Mr. Wolfensohn is likely to tell you, and he 
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knows a great deal more about this than I do, that the donor com- 
munity international is going to look very carefully at some par- 
ticular aspects of the institutional immaturity of the Palestinian 
Authority. So, broadly speaking, I think there are some good signs. 
There are some worrisome signs, and I would put security foremost 
among those, and in the middle there’s a lot of work to do. 

Senator Hagel. Mr. Secretary, I thank you. General, thank you. 

The Chairman. Thank you. Senator Hagel. 

Senator Feingold. 

Senator Feingold. Thank you, Mr. Chairman, and I thank the 
witnesses. Let me ask the Secretary about regional attitudes. Is the 
regional suspicion that originally met Prime Minister Sharon’s 
commitment to Gaza disengagement subsiding at all? In other 
words, is Israel getting any credit for taking the steps it’s taking 
in Gaza? Are there any indications that the Arab States recognize 
the courage that is involved in Israel taking these steps? 

Ambassador Welch. Senator, I want to be candid in answering 
this. I think the recognition on the part of regional states has — for 
the importance of this moment, and for their obligation to support 
potential progress has been uneven at best. Some states, Jordan 
and Egypt for example, who have peace treaties with Israel, have 
lent their support in very important ways to making it work. And 
General Ward mentioned, for example, the negotiations between 
Egypt and Israel over additional security support along the Gaza- 
Egypt border. Egypt’s also providing training for Palestinian secu- 
rity services. The Jordanians are likewise in a position, not simply 
to perfect their own border with these territories, but also to pro- 
vide training support. Most importantly of all both those parties 
have provided a great deal of political support for the Palestinian 
Authority under it’s President Mahmoud Abbas. 

Frankly, the performance of other governments in the region has 
been wanting by comparison. We have been doing a lot of work to 
bolster that. I think it’s going to take much more than the rhetor- 
ical support that Senator Biden referred to in his opening remarks. 
I think there’s some practical support that’s necessary too. We in- 
tend to be very engaged on this. As I said, my bosses have already 
done some work on it. And we have not, by any means, concluded 
that work. I expect that Mr. Wolfensohn, when he speaks to you, 
will lay out his program, and point to a couple of places where the 
international community including the Arab States could be more 
supportive. And once we have his presentation and the inter- 
national community endorses it, then we will lend our weight, very 
directly, to each and every one of those governments to make sure 
that they try to move forward on it. 

Senator Feingold. Do you take any of this to mean that some 
of these countries are less suspicious of Sharon’s motives? 

Ambassador Welch. Well, you notice my answer casted in sup- 
port for the Palestinians, and I think that’s how they should 
present it. It would be good and comforting to all of us, were they 
to endorse Prime Minister Sharon’s decision, which we think is a — 
not only a bold decision, but a responsible one in trying to advance 
the peace process. But I’m objective and realistic. I would content 
myself with support for the Palestinians. 
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Senator Feingold. Do you believe that both the Israelis and the 
Palestinians have a viable strategy in place for dealing with the ac- 
tions of those who would be spoilers in any attempt to move toward 
a two-state solution? 

Ambassador Welch. This is a significant matter, Senator. And 
in my opening remarks, sir, before you arrived I referred to our 
concern about Syria’s actions. I’ll repeat that to you now. We are 
deeply concerned about the fact that certain Palestinian extremist 
groups have offices and headquarters in Damascus. And under the 
circumstances I think that is a dangerous indication of Syrian sup- 
port for the activities of these groups. And these groups in par- 
ticular have conducted actions, including recently, that threaten 
this process that is underway. Apart from that there — we have 
other concerns with respect to, for example, Iranian support for 
some of these extremist organizations also. 

That is an ongoing concern, and, frankly, I think the General and 
I, and others involved in this expect that we’re going to see more 
of these kinds of activities because they — some of those who would 
do this, may be reading into the situation now that this is moving 
forward. And they want to try to find a way to harm it, interrupt 
it. 

Senator Feingold. I understand Chairman Lugar touched on 
this point, but I want to discuss it a bit further. Let’s assume that 
disengagement is completed and the process goes reasonably well. 
Please talk a little bit about the likely pacing and sequencing of the 
next steps in the peace process. Is there any disagreement among 
the Quartet about the, what comes next question? 

Ambassador Welch. Sir, the Quartet’s road map, which drafted 
by the members of the Quartet, provides the accepted international 
standard path forward to energize peace negotiations. It’s also been 
accepted by the Palestinian Authority and the Government of 
Israel. And we see the Gaza disengagement process as a necessary, 
but not sufficient condition to activate the road map and get it 
moving in a real way. But as Secretary Rice likes to say, first 
things first. We need to keep our eye on the issue right in front 
of us, and that is to make this process of disengagement succeed. 
If it goes well, I think our potential for energizing that road map 
grows. 

When we were in Israel several days ago, the Secretary was 
meeting with Prime Minister Sharon, he declared, again, his com- 
mitment to the road map and saw this process as a way to reener- 
gize it. We trust that commitment. Again everybody will have its 
differences — their differences about what to do under the road map, 
or where we are on the road map, of what standards have been 
met, and how well when we get to that point. But the critical thing 
is to actually arrive at that destination that begins with doing, as 
Senator Biden said, these things, and small things right now, so 
that we enhance that potential. Thank you. 

Senator Feingold. General, let me ask you a question. Do you 
believe that President Abbas’ strategy of trying to co-op Islamic 
Jihad and Hamas into the Palestinian Authority’s formal governing 
institutions has any real chance of success? And without disar- 
mament, how can the effect of consolidation of security services and 
the primacy of the rule of law take hold? 
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General Ward. Senator, that’s a tough question. And I’m not 
sure I’m prepared to answer it. And I’ll tell you why. I don’t know 
if I’d do business that way. But again, with respect to how that so- 
ciety functions, what he must do now to get this calm period — cor- 
rection — to maintain this calm period, I do not necessarily say that 
that process won’t work. And so I think at this juncture, that is a 
process that has created an atmosphere that is allowing other 
things that are important to occur, and, therefore, I think that that 
particular tactic, that course of action is one that we work with 
them to make it as effective as it can be. The part that I stress in 
all of that, is the vetting of these individuals and be assured that 
these papers that are signed, these commitments that are made, is 
there a degree of assurance that they would be, in fact, lived up 
to by those individuals. And in all instances, I get an affirmative 
to that. So at this juncture I would say that it is a process, it has 
created a situation on the ground today that has produced some 
calm, and even though we have these space of activity that occur, 
I believe they are more attributable to — as the Secretary pointed 
out, those who do not want to see progress occur and things being 
done to disrupt this process, or the potential for the progress. So 
I would probably leave it at that with respect to these fugitives, 
and the long-term potential. 

I think for now, it seems to be working, and we need something 
to be working right now. 

Senator Feingold. I thank the witnesses. Thank you, Mr. Chair- 
man. 

The Chairman. Thank you very much. Senator Feingold. 

Senator Chafee. 

Senator Chafee. Well, thank you very much, Mr. Chairman, wel- 
come gentlemen. I give President Bush a great deal of credit. I be- 
lieve he’s the first President to propose a Palestinian State. And 
the path to that, of course, is the road map and I, for one, believe 
that it is in Israel’s long-term best interest to have a contiguous 
viable Palestinian State. I do think it will improve security for 
Israel, if we’re successful at that. 

However, as we go forward in the months and years since the 
President has proposed the road map, there has been a lot of dif- 
ficulties and, of course, we’re here at this hearing, hearing the chal- 
lenges to the road map. But as we look back, the — Prime Minister 
Sharon said about 2 years ago in an interview with Newsweek, the 
interviewer asked him, what do you think of the peace plan and 
the so-called Quartet, the United States, United Nations, you, and 
Russia. And he said, oh, the Quartet is nothing, don’t take it seri- 
ously. There’s another plan that will work. And then, last year in 
October in a controversial interview, the Prime Minister’s Chief of 
Staff talked about the peace plan and said that the plan to with- 
draw settlers from the Gaza Strip, while expanding its settlement 
in the West Bank was designed to freeze the peace process. 

And he said, when you freeze the process you prevent the estab- 
lishment of a Palestinian State, and you prevent the discussion on 
the refugees, the borders in Jerusalem. And he went on to say, ef- 
fectively this whole package called the Palestinian State with all 
that it entails has been removed indefinitely from our agenda. And 
he went on to say the disengagement is actually formaldehyde. It 
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provides the amount of formaldehyde that is necessary, so there 
will not be a political process with the Palestinians. 

So, in the context of these statements, first Prime Minister Shar- 
on saying, oh no, there’s going to be another plan, and the Chief 
of Staff saying we’re going to have essentially another plan sepa- 
rate from the road map, and then the evidence that supports these 
statements, and Senator Lugar asked about the long pause after 
Gaza disengagement, and Senator Hagel asked about the settle- 
ment expansion. And, Mr. Ambassador, you said, yes, we have con- 
cern, but nonetheless it does continue. 

So my question is, disavow me of the knowledge — of the percep- 
tion that the road map really is obsolete and we really should be 
talking about this other plan that Prime Minister Sharon eluded 
to a couple of years ago, that it’s Gaza withdrawal, it’s not a Pales- 
tinian, you know, disavow me of that perception. 

Ambassador Welch. Well, sir, let me say this about that. Prime 
Minister Sharon stood with the President of the United States in 
Crawford, Texas, a few months ago. And just a few weeks ago, 
June 19 I believe, with the Secretary of State. And in each instance 
he committed his Government and Israel to the road map. That re- 
mains the plan that Israel has accepted. Like any diplomatic plan 
or effort. I’m confident that Israel has it’s own views on what it 
means and how it would seek to interpret its provisions. So do 
other parties. And we, of course, have our own. It remains the 
internationally accepted guide — way forward. And we take the 
Prime Minister’s statements standing with the President of the 
United States, and with the Secretary of State seriously, as the 
word — his word and the word of the Government of Israel. 

Senator Chafee. Okay. If that’s — I’ll take you at your word also. 
Now let’s go back to the elements of the road map and the road 
map does call in phase one for the Palestinians to unconditionally 
end violence, resume security cooperation, undertake the protocol 
reforms. That has occurred twice. First in the summer of 2003 
when Abu Mazen was elevated to a leadership position after the 
meeting in Aqaba and is a long summer of so-called hudna, they 
ceased fire, but nonetheless, the other element of that phase one 
which calls on Israel to withdraw from areas occupied since Sep- 
tember 28, 2000, and to freeze all settlement activities, did not 
occur. And here we are 2 years later, the same opportunities are 
here under the road map. A long cease-fire, Abu Mazen once again 
in a leadership position doing the best he can, yet the settlement 
activities do — which are precluded under the road map — do con- 
tinue. Am I accurate? 

Ambassador Welch. Well, sir, first I do believe, and I think Gen- 
eral Ward’s interpretation would be the same as mine. That Presi- 
dent Mahmoud Abbas commitment to end violence and stop terror 
is a serious commitment and a credible statement of his own in- 
tent. That was the platform that he ran on for — to be President of 
the Palestinian Authority and that he was elected on. 

We are working with that to expand the opportunity here to 
move along the road map. I think I have a bit of a difference with 
you about the current state of activity in that respect however. If 
Gaza disengagement does proceed, and our understanding from the 
Prime Minister, and from the Government of Israel is that it will 
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proceed, despite the political difficulties in getting it moved 
through their political process and the difficulties we see everyday 
in terms of the tension it causes within Israel, we’re confident it’s 
going to move ahead. 

And if that happens, sir, this is the first time since 1967 that 
that large a portion of the occupied territories will be returned to, 
we hope, the control of a capable Palestinian entity, Palestinian 
Authority. In addition there are four settlements in the northern 
West Bank that are to be abandoned as part of this process, too. 
So I mean I think that will be a very large testament to their will- 
ingness to move along this path. That does not mean that there are 
not other obligations under the road map, to which we would hold 
Israel, and to which they have restated their commitment, and we 
do discuss our views on those directly with them. And we do dis- 
cuss our views on the — on settlement activity more generally, in a 
public manner as well. And I think I’ve repeated earlier what those 
positions are. 

Senator Chafee. Thank you, Mr. Ambassador. Once again I reit- 
erate my own feeling, that it’s in Israel’s long-term-security best in- 
terest that there is a viable contiguous Palestinian State and I 
think it would improve Israel’s long term security. Would you agree 
that the expansion activity, particularly in E-1, Ma’ale Adummim, 
and Ariel jeopardize the vision of a viable contiguous Palestinian 
State? 

Ambassador Welch. As I said earlier, we have several concerns 
with respect to this. But first there are those road map obligations 
which call for ending settlement activity including natural growth. 
And we hold Israel to those obligations. Second, we have concern 
about settlement activity in general whenever it occurs, wherever 
it occurs, because we believe it impacts the daily lives of people and 
could potentially prejudice arriving at negotiations on final status. 
That’s a broader concern if you will, it goes beyond the road map 
obligations they’re equally as specific, obviously. And we state 
those very directly to the Israeli Government with respect to any 
particular places or issues that arise, including E-1. 

Senator Chafee. And my last question would be: Can you point 
to any concrete efforts made to address this part of phase one of 
the road map? Critical part of phase one of the road map, a ces- 
sation of settlement activity, in concrete efforts made by our Gov- 
ernment in the years since the road map was proposed, its beyond 
concern, which you’ve mentioned several times, concern with it. Is 
there anything that has actually been done more than just con- 
cern? 

Ambassador Welch. Well, Senator, I’m sure that the Govern- 
ment of Israel listens to us on these issues. I believe the word of 
the President of the United States is a powerful instrument. And 
when our President and our Secretary of State declare the Amer- 
ican position on these matters, I believe it has an important reso- 
nance in Israel. And there can be no mistake on the part of the 
Israeli Government of our views about these matters. I think that’s 
in politics quite a concrete demonstration of our understanding. 

Senator Chafee. I admire your efforts and everybody that’s 
working so hard on the tremendous challenges we have here. 
Thank you. 
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The Chairman. Thank you very much, Senator Chafee. 

Senator Obama. 

Senator Obama. Thank you very much, Mr. Chairman. Thank 
you. Ambassador and Lieutenant General for taking the time to be 
here. Let me just pursue a couple of themes that have already been 
touched on. You know, first of all, I am very impressed and com- 
mend Mr. Sharon for taking the political risks that he’s taking 
with respect to disengagement from Gaza, it’s a difficult political 
task, as well as a logistical task. And I think the Israeli Govern- 
ment’s to be commended for taking that risk. And I think we 
should do everything that we can to support it. I am concerned that 
there may be a weakening of Abu Mazen’s position internally 
among the Palestinian people to the extent that it does not — that 
the engagement process and his election does not appear to result 
in any concrete benefits to the Palestinian people. Immediate signs 
that their life prospects are improving. And I guess recognizing 
that there are important and difficult political problems within 
Israel with respect to the settlers, how can we do a better job of 
shoring up Abu Mazen’s position during this disengagement proc- 
ess if we have this long pause, or any sort of pause in which Shar- 
on feels that it’s necessary to take some time just to focus on Gaza 
disengagement? 

In the interim what can Abbas show the Palestinian people they 
are getting for their patience, during this period? 

Ambassador Welch. It’s an excellent question, sir, and I hope I 
can help answer it for you. First of all we recognize that Prime 
Minister Sharon’s decisions about Gaza disengagement and moving 
out of the four settlements in the northern West Bank are impor- 
tant and bold political decisions. I think likewise we should recog- 
nize that Mahmoud Abbas took a bold political decision in running 
on a platform of peace. After the death of Arafat, and after a long 
bitter uprising, where the was loss of life to violence and terror on 
both sides, in other words, high. Both need to be supported in their 
decisions. With respect to our support for President Mahmoud 
Abbas, I think from the outset, we have tried to signal to the Pales- 
tinian community at large that this is a moment that if they unite 
behind this platform for peace and their President, we’ll be there 
to help. This committee has recognized that also by being sup- 
portive — the United States being the number one donor of assist- 
ance to the Palestinian people. That’s an important demonstration 
of our credibility. President Bush met with President Mahmoud 
Abbas, first time in his time in office that he has met with the 
President of the Palestinian Authority and recognized him in that 
capacity and gave a strong statement of the United States support 
for the path ahead. And in that statement we also agreed that we 
would take the extraordinary step of providing some portion of our 
assistance through the Palestinian Authority, there’s another sig- 
nal of that support. 

Our work alone is not going to be sufficient, however, there are 
two other — well three other communities I think who also must 
step forward. Obviously, the three of us here are working very hard 
for the Israeli Government, to see that they too step forward. Be- 
cause Israel I think has enormous tools at its disposal to effect the 
kind of support that you’re asking about. Second there’s the Arab 
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nations also. Those who have made peace with Israel and those 
who have yet to do so. And they need to be encouraged and brought 
into this process as well. 

There are also the adversaries of peace, sir, and they need to be 
contained and moved back. 

Senator Obama. Let me focus on a couple of points that you’ve 
made. I think that’s a good summary. With respect to economic aid 
to the Palestinian Authority, my impression is, is that Finance 
Minister Fayad has started to put some systems of order and trans- 
parency in place, at least within his ministry, or funds that are 
controlled by his ministry. But there still appears to be a sufficient 
impression of corruption within the ruling party of the Palestinian 
Authority. But Hamas is able to exploit some of these issues, run- 
ning on a platform of anticorruption or being closer to the people. 
And I’m wondering whether that’s an area in which we can be 
helpful in encouraging further movement in the direction of reform 
and transparency when it comes to economic aid. 

Ambassador Welch. Yes, sir. We’re trying to do that in a couple 
of directions. First any assistance that we provide through the Pal- 
estinian Authority has to be done in a way that’s accountable and 
transparent to us and to a destination that we understand and 
agree with. So we’re not just writing the check and handing it over 
to anybody no matter how creditable their own efforts are, such as 
those of Minister Fayad. 

Second, your question is also a little bit broader about what to 
do more generally to bolster the political center, if you will, in Pal- 
estinian politics. And do so in a manner that supports the institu- 
tions of governance that need to be created for this to be a func- 
tioning entity. Rule of law is one clear area for such effort and we 
do have programs underway designed to support that. And our po- 
litical positions are also constructed with that in mind. I think 
General Ward would — I mean he works quite a bit on this, on the 
administration of justice side. Because a law and order depends not 
just on a capable police force but on a justice system that works. 
And the Palestinian has some serious inadequacies in that regard, 
and part of their being able to address them, is us bringing them 
to their attention, encouraging others to do the same, and helping 
them to resolve some of those difficulties. 

This is one of those areas of work where the picture is frankly 
mixed. We are not as confident about some of the steps they’re tak- 
ing in that area, there’s a lot of effort that needs to be done. I think 
we have good partners in the international community, because as 
Mr. Wolfensohn will say to you later on, this is an area of keen in- 
terest to the European Union and other donors to the Palestinian 
Authority also. And I think an area where we’re likely to see fur- 
ther progress. 

Senator Obama. General, do you want to pick up on this theme 
in terms of just basic law and order in the Palestinian, the admin- 
istration of justice, not only how the police forces may be func- 
tioning, but also how — how we’re making improvements in terms 
of the prosecution of basic street crime and ways that people feel 
good about it. 

General Ward. Senator, I think that right now is probably the 
most significant thing for the Palestinian people. What is it about 
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the Palestinian street that to them says that their homes will be 
secure. They can be on the street secure. Right now, the efforts for 
law and order and security are being looked at and addressed, be 
it from European programs that we, in fact, do monitor and pay at- 
tention to, because as the Ambassador pointed out, the linkage be- 
tween what happens when someone is picked up, then the arrest, 
the confinement, the trial, et cetera. Those are in fact very weak 
linkages. And that reform that needs to occur across the security 
sectors, the judicial reform, reform in the justice, the courts, the 
lawyers, the judges, all these are aspects of this entire process that 
is a work in progress. It’s being addressed. It’s being addressed by 
predominately male members of the European community who 
have programs, projects that are trying to reform what’s going on 
within the judicial system. 

As the Ambassador pointed out one of my focus areas, is to, at 
least when they know that there has been an infraction, and some- 
one is, in fact, detained, and picked up, to use even the rudi- 
mentary justice system that exists, but use that as a means of 
demonstrating to the Palestinian people that they are concerned 
about it. And they just won’t turn criminals loose to operate back 
on the street again. But it requires a lot of work. 

Senator Obama. Mr. Chairman, could I ask just one more ques- 
tion, very briefly. And that is the issue that was raised earlier 
about participation of other Arab States, in this entire process. 
Surely they recognize, at this point, that this is a rare window to 
try to achieve some stability in the entire region, and to bring 
about a peace process. I’m curious. Ambassador, maybe you can 
talk about it. I recognize that Egypt is making some substantial 
commitments with respect to the security situation in Gaza, but be- 
yond that what should our Arab partners be doing that is not cur- 
rently being done? And if it’s not being done, why isn’t it being 
done and what additional pressure can we apply to make sure that 
they’re investing the resources and engaging in the process suffi- 
ciently. 

Ambassador Welch. Well, first, I think it’s important to have 
leadership from Jordan and Egypt, as those are the only Arab 
States to have concluded peace treaties with Israel. And happily 
they are leading in that effort. 

However, neither Jordan nor Egypt has significant financial re- 
sources it can devote to foreign assistance programs. Whereas other 
Arab countries do. So I would suggest, and we are directly pressing 
this with the government concerns — government’s concern — that 
there are two important steps. One is political leadership. This is — 
in our judgement — this is the game in town. And as we have all 
agreed it is not only the game in town, it is the most urgent one. 

And now is the time to show that political support. That comes 
in both positive ways, in terms of gestures toward Israel, and ges- 
tures in support of the Palestinian leadership in this process. But 
also in ways to convince others, such as Syria, who are meddling 
around in it, that they should not do that. That that is highly dan- 
gerous to their interests. The other point is, is financial support. 
There are commitments that Arab States have made pursuant to 
the Arab league that are designed to support the Palestinian Au- 
thority. 
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In our judgement those commitments are modest. And not even 
those are fully satisfied. The degree of performance among Arah 
States with respect to those commitments varies. We believe that 
if the United States, for example, is taking a lead among inter- 
national donors to the Palestinian authority, and of the magnitude 
that we are, with American taxpayer dollars, that others within the 
equivalent level of national interest ought to step forward as well. 
And there are countries that have the financial wherewithal to do 
so. 

And, Senator, you know this hearing provides us the opportunity 
to declare that in a way that I’m confident will be read by Arab 
audiences out there 

Senator Obama. So, very specifically, countries like Saudi Arabia 
or the Emirates. 

Ambassador Welch. That’s correct sir. 

Senator Obama. They have the money, and they’re not ponying 
up enough to make this 

Ambassador Welch. Actually Saudi Arabia has met its Arab 
Lead Commitments, so we believe Saudi Arabia could do more in 
support of this process. So I think so for those countries that have 
the financial wherewithal to do so, we’re asking them to make an 
extraordinary effort. 

The Chairman. Thank you. Senator Obama. 

Senator Biden. 

Senator Biden. Just for 10 seconds, Mr. Chairman. I’m going to 
go to a judiciary committee markup that’s going on now, and Mr. 
Wolfensohn will be on in the next panel. I just wanted to indicate 
it’s not a lack of respect. I’m going to have an opportunity to spend 
45 minutes with him this afternoon. And so, Jim, I just want you 
to know why I’m leaving. I didn’t want you to think it was lack of 
interest. And I will see you this afternoon. Thank you. 

The Chairman. Thank you very much. Senator Biden. 

Senator Coleman. 

Senator Coleman. Thank you, Mr. Chairman. I do think that we 
have a unique moment of opportunity in the Middle East and I 
think a couple of courageous decisions have been made that need 
to be applauded. Certainly the decision of President Sharon in mov- 
ing forward on Gaza withdrawal. I marvel at the political coalition 
that he had to form to put it together. I visited him about a year 
ago, and I asked how he was going to get it done. He just said he’d 
get it done. But he faced opposition within his own party, and, ob- 
viously, tremendous opposition from some of the settlers there. And 
I think we have to applaud that courage, which has created a mo- 
ment of opportunity. And I also think that President Abbas’ com- 
mitment to running on a platform of ending the violence was abso- 
lutely critical, and we need to applaud that. My colleague from 
Rhode Island, in one of his questions, inferred that there have been 
instances where the first condition needed to be met to move for- 
ward on the road map has been the end of violence — the uncondi- 
tional end of violence, stopping the terrorism. There are folks out 
there like Hamas, Islamic Jihad, and other terrorist groups that 
are still not committed to this process, and would like to derail it. 
Does the Palestinian Authority have the necessary control over 
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those groups to be able to provide a security guarantee against con- 
tinued violence? 

General Ward. Frankly, Senator, I believe the work being done 
by the Palestinian Authority, President Abbas, in many respects, 
is designed to coalesce the leadership of those organizations so that 
they will, in fact, abide by it. I think there is a — given the coher- 
ent — the internal coherence of those factions to a degree deter- 
mines whether or not that — peace would be adhered to by all mem- 
bers of those factions. In the case of some of them, I think there’s 
probably greater capability than others, and right now I think that 
there are rogue elements in those factions that are outside the con- 
trol of any of the leadership within the factions. So I think to have 
a total ability to control those rogue activities, the answer from my 
estimation is, “No.” 

I think there are indications that consensus can be achieved 
among some of the leaders that will make the calm more sustain- 
able, but I don’t think it will total. 

Senator Coleman. One of the barriers to achieving that con- 
sensus has been mentioned. Mr. Secretary, you specifically talked 
about Syria. And you talked about Palestinian terrorist groups 
with offices in Syria. So clearly there are parties such as Syria who 
are not being as supportive in this process, but instead are pro- 
viding refuge and opportunities for these terrorist groups to oper- 
ate freely within their borders. What can we be doing vis-a-vis 
Syria to limit the ability of these groups to operate freely, to raise 
funds and to organize in Syrian territory? 

Ambassador Welch. We’re concerned about Syria’s destabilizing 
influence as I mentioned in the Palestinian territories through 
these kind of extremist groups. But also, sir, in Lebanon, where al- 
though Syrian, foreign Syrian military units have withdrawn, we 
still have a concern about the exercise of their influence there in 
unhealthy ways. And in Iraq, where Syria is presently the least 
protected monitored border of any of the contiguous states to Iraq 
and with some important and serious consequences for the violence 
and terrorism that’s going on there. So what we’ve been trying to 
do is, speak directly to the Syrian Government about these con- 
cerns and urge them to be responsive. To speak to other govern- 
ments including governments that have closer political relation- 
ships with Syria. To impress upon them the need for Syrian actions 
in each of those areas. And then, sir, the administration is also 
looking at unilateral American measures that we have in our in- 
ventory and evaluating those, whether any further ones are appro- 
priate. 

Senator Coleman. Just to follow up on the Syrian question; you 
talked about unilateral actions that we can take. In your conversa- 
tions with the Syrians urging them to be more cooperative, have 
they not been as responsive as we would like? 

Ambassador Welch. Yes, sir. I would not be highlighting Syrian 
performance today if I had a different judgment. It’s been lacking, 
both with respect to Lebanon and Iraq, but today we were focusing 
on the Palestinian territories and that’s the one I mentioned in my 
prepared remarks. 

Senator Coleman. I would like to follow up on a question from 
Senator Obama, which asked about the perspective, on the street. 
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of Palestinians in Gaza. The ex-mayor in me always makes me 
wonder how the city picks up the garbage. How do officials make 
the city work? Is there running water? Can you talk to me a little 
bit about the nature of basic infrastructure services, particularly in 
Gaza, and what are the things we’re doing to address that? 

Ambassador Welch. Well, General Ward does security. 

Senator Coleman. If you don’t pick up the garbage, you’re going 
to have big problems with security. 

Ambassador Welch. Yes, sir, I think that’s right. He did say 
that all these issues were interconnected. If you — I don’t know, sir, 
whether you’ve visited the Palestinians territories before, but it’s — 
in the West Bank it’s quite a bit different than Gaza, Gaza is a 
very poor and underdeveloped place. The West Bank has — as areas 
go in that region is relatively better developed. Both areas though 
have infrastructure. They are — and it does function. It depends to 
some degree, in some places on Israeli infrastructure too. These are 
very important needs. Particularly in the water, sewage, electricity 
areas. And this is probably an area where the international com- 
munity can concentrate with great effect in the medium term. 

These are, I think, the normal expectations of the Palestinian 
people of their government. And their government has to be seen 
to be delivering on them. I think they have — currently have the be- 
lief that that government is not adequately delivering on those 
needs. Some part of that they do blame on Israel, because of what 
they see as the occupation effect, but some part of it they consider 
to be the Palestinian Authority’s responsibility and they have to do 
better. Mr. Wolfensohn his ideas for the future do include address- 
ing these kinds of needs. And our own assistance projects have 
been in the past, heavily devoted to those purposes, especially 
water, housing, and social infrastructure in the east, but also job 
creation and education. 

Senator Coleman. And I also want to apologize to Mr. 
Wolfensohn, because I’m not going to be able to be here for your 
testimony. But this is an important area. I have deep concerns re- 
garding our ability to work out the security arrangements in Gaza. 
We can facilitate a successful withdrawal in Gaza, even deal with 
the security issues in terms of the Egyptian border, but if we don’t 
show the person on the street that somehow there’s some benefit 
to their basic quality of life, I think it’s going to be for naught. One 
of the lessons of Iraq that we’re seeing, is that in the insurgents’ 
understanding, if you want to destabilize something, stop the elec- 
tricity. Stop the picking up of garbage. Stop the delivery of basic 
services. You can have all the military strength in the world, but 
you’re going to lose because the people are going to feel their lives 
have become more oppressed rather than more positive. I think my 
time may be up. At another point in time, Mr. Wolfensohn, I’d like 
to have the opportunity to visit with you, because I think this is 
an area that needs certainly greater focus and more effort. Thank 
you, Mr. Chairman. 

The Chairman. Thank you very much. Senator Coleman. 

Senator Kerry. 

Senator Kerry. Mr. Chairman, thank you very much. I apologize 
to you and the witnesses for being late. And I apologize to the next 
panel, because I’m going to leave momentarily because I’m ranking 
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at another hearing and I need to get back to it. But I’m glad to 
have a few moments anyway. Secretary Welch, it’s great to see you 
again. Thank you for your many courtesies on a number of occa- 
sions as Ambassador to Cairo. I think the last time you and I saw 
each other was in a car in Cairo traffic and you confided to me 
you’d be taking on this job, and asked me not to say anything and 
blow it for you, and I kept part of the bargain. But you’re a good 
man, and you’re the right man for this job, and I’m glad you’re 
there. And, General Ward, welcome, glad to have you here. 

Secretary Welch, I understand that you said with respect to the 
Gaza withdrawal, it was a necessary, but not a sufficient, process 
to reinvigorate the road map. Can you be specific, can you tell us 
what this administration views as necessary in conjunction, obvi- 
ously, with what Israel’s view of what is necessary to get the road 
map moving? 

Ambassador Welch. Yes, sir, let me take a stab at that. First 
thing a statement of the obvious if I may. Gaza disengagement is 
going to happen, we’ve been told by the Prime Minister, and I 
think you have too. Senator, that Israel will proceed with this plan. 
That being the case it is imperative and urgent that it be seen to 
work. And that it worked in fact. If that happens then a very sig- 
nificant portion of occupied territory will have been returned to 
Palestinian control. And if they are effectively in governance of it, 
and the international communities support 

Senator Kerry. Pressured over what period of time. 

Ambassador Welch. Well, Gaza disengagement is to take place 
over a period of weeks, sir. 

Senator Kerry. When you say, as long as they’re governing prop- 
erly. Is that measured over a 

Ambassador Welch. I wasn’t putting in another marker or meas- 
urement for the successful accomplishment of disengagement. Just 
that the function of Gaza afterward be in fact and perceived as or- 
derly and effective. 

That’s necessary. Because if that doesn’t happen, then I think it’s 
a rather academic debate as to how we get onto the road map, 
we’re all just striving for that, but our jote will be much harder. 
Let’s assume the best which is what we’re working for. In that in- 
stance, you have — we foresee that there is a real opportunity to 
make significant progress here on a wider issue. That doesn’t mean 
that there aren’t some serious problems in the very first phase of 
the road map to be addressed. For example. The road map does call 
for not just steps to end terror and violence but the accomplish- 
ment of dismantlement of terrorist organizations. As General Ward 
has pointed out that’s a significant undertaking, and a work in 
progress. It’s going to take devoted effort to tackle that problem. 

If we are at that point however, not withstanding that challenge, 
I would be I think quite happy. That would mean that we have a 
significant effort that has succeeded in Gaza, the political position 
of the parties could well be entirely different as a result. Much 
higher level of confidence we would hope, from both Israelis’ and 
Palestinians’ part. About looking at what would further would be 
necessary to really reenergize the peace process. And that’s our ob- 
jective sir. 
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Senator Kerry. Well, coming back to this dismantlement ques- 
tion. In all the years that I’ve been following this and chairman 
and others. There are often these demands that are set up, that are 
nearly impossible to deliver on. And I think that you need to give 
some more definition to sort of what that dismantlement is, or 
isn’t. General Ward, specifically, I mean Israel is consistently call- 
ing for, and we have called for the dismantlement, it’s a goal, we 
should do it, obviously. But if the ability to move forward depends 
on President Abbas’ ability to quote “dismantle,” it seems to me 
you’re setting up one of those, you know, constant contradictions 
that you can’t perform. To the best of my sense of it, it’s a reach 
under any circumstances for President Abbas to disarm them. You 
might be able to get a cease-fire and neutralize them and hold 
them for a period of time. But if that becomes the absolute meas- 
ure of whether you can go forward, aren’t we setting ourselves up 
for potential failure? 

Ambassador Welch. Well, let me initiate the answer, and then 
ask General Ward if he would like to chime in, Mr. Senator. It’s 
a challenge, of course 

Senator Kerry. I know that it’s a challenge, is it realistic, is 
what I’m asking? 

Ambassador Welch. No, I was going to say that it’s one that the 
Palestinian Authority and its President have set for themselves in 
the following sense. President Abbas has run on a platform of no 
violence, no terror. In stating that in his conception this means 
that there should be one authority, one law, and one instrument 
of power, one gun in his words. 

Senator Kerry. What he wants to do, is try to put his gun in the 
hands of some of those carrying a different gun today. And there’s 
reluctance by many to see that happen, correct? 

Ambassador Welch. That may be one of the mechanisms he’s 
chosen for now to accomplish — to move toward that objective. 

Senator Kerry. Do you support that? Does the administration 
support that? 

Ambassador Welch. What we support is that there should be 
calm, no violence, and no terror now. But our objective is, as in the 
road map, the dismantlement of these organizations if we don’t re- 
cede from that objective. 

Senator Kerry. General Ward, you said that you’ve presented a 
list of needs for the Palestinian security forces, to the European 
community. I was there the day of the election and I’ve been there 
a number of times. But I met with President Abbas the day after 
the election, and his plea to me then was for basic supplies. Just 
the basics. They didn’t even have police cars. They didn’t have ra- 
dios. They didn’t have the ability to coordinate security. And at 
that point in time Hamas clearly had more ability to deliver to the 
street than Intifadah. When we met with President Abbas, I don’t 
know a few weeks ago when he was here. Same request, 6 months 
later. I don’t get it. I met with the Finance Minister who we all 
respect, he’s, you know, one of the best minds we’ve seen, I think 
a straight shooter on the numbers, and we, I think, have confidence 
in them. And his plea was likewise for the direct kind of infusion 
of assistance that allows them to deliver. 
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How can we let so many months go by, now we’re putting in a 
list to the European community, have they responded? If not, 
what’s the response going to be and how do we get this capacity 
building to the Palestinian Authorities, so there is a legitimate 
partner to move forward with? 

General Ward. Senator, the effort to resource the Palestinians is 
ongoing. There has been an infusion of resources to the Palestin- 
ians. It’s not all that they have asked for, nor is it all that they 
would want. There has been an ongoing — well organized by us, 
with the Israelis to those things, those items that have come into 
the ports to get them into the hands of the Palestinians. It includes 
things like vehicles. It includes things like radios, communication 
equipment. So there are items that are being going — that are 
going 

Senator Kerry. Can I ask you why it takes so long. There was 
no doubt in our mind that President Abbas, all things being equal 
is going to win. There’s never been any doubt that we needed to 
build up the capacity of Israel to have a legitimate partner to nego- 
tiate with. Why does 6 months go by before this maximum infusion 
takes place so that the Palestinian people begin to see changes in 
the street that they can grab onto. 

General Ward. Sir, I don’t know if I can answer that. I’ve been 
working with 

Senator Kerry. Does it frustrate you at all? 

General Ward. Oh, sir, it does. I wish there were expedited ways 
through all nations, their bureaucracies, to get things into the 
hands of the people. It’s a challenge that I see and it is frustrating. 

Senator Kerry. Mr. Secretary, the first part, the first phase of 
the road map also calls for Israel to take action on the settlements. 
When I was going through the West Bank I went by an outpost 
that is new. I mentioned it to Prime Minister Sharon, I didn’t hold 
back. I asked him about it. I know the administration has raised 
this issue, but what is happening with respect to the other side’s 
component of the settlement and outpost issue. 

Ambassador Welch. On the unauthorized, or illegal outposts, 
sir, I think Israel has a commitment to remove those. And my un- 
derstanding of the status of that is that they have not begun to re- 
move them. On — with respect to settlement activity more generally. 
That comprises a number of different issues and I’ve tried to aggre- 
gate them all here. Activity in the major population centers, and 
activity in contiguous areas such as E-1. The course of the barrier 
wall, the other impositions such as land confiscations or home 
demolitions that fall into this category as well. 

We have a concern about these types of activities as both gen- 
erally and that is that they are impositions on the daily lives of 
Palestinians and prejudice the possibility of getting to negotiations. 
I repeat those concerns publically and privately. There are road 
map obligations as well where we have asked for Israel to recom- 
mit itself that — to the road map to which they — they have en- 
dorsed. That has been an object of discussion including at the high- 
est levels when Prime Minister Sharon visited the President at his 
ranch in Crawford. And it’s been an object of discussion when the 
Secretary of State has gone out there on two trips now, to the area. 
And when others of us have gone out. Let me just say I think it’s 
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an important factor in this context that Israel has declared that it 
will leave settlements in Gaza and the settlements in the northern 
West Bank. That’s an important focus of effort right now, and is 
part of the political context in which we ask Israel to address these 
other concerns as well. 

Senator Kerry. Mr. Chairman, thank you, if I could just say, 
number one, that I think Prime Minister Sharon has undertaken 
a gargantuan and difficult political task, and I saw the mood when 
I was in Israel, it’s difficult, even ugly in some ways, and very, 
very — he’s certainly spending a large amount of political capital, 
and I think we all have enormous respect for that. But I do think 
it is important, obviously, for us to try to maximize these windows 
of opportunity and there are many of them. Not the least of which 
will also be the economic development issue that Jim Wolfensohn’s 
going to address shortly. 

The question of the airport, the question of the $3 billion that 
Secretary Rice asked from the Arab countries. I know there was a 
presentation made, I don’t know what’s come of that. But I think 
that all of these — ^you know I hope there’s going to be a real frontal 
diplomatic engagement here to try to maximize this opportunity 
and not have it marginalized to some degree by the preoccupation 
with Iraq, and other things in the region, because I think it is 
linked to what our possibilities may be ultimately in Iraq. Thank 
you, Mr. Chairman. 

The Chairman. Thank you very much. Senator Kerry. 

Senator Sununu. 

Senator SuNUNU. Thank you, Mr. Chairman, welcome Ambas- 
sador. Ambassador, as Senator Kerry and Senator Chafee have 
noted, while the removal of the four settlements is part of the Gaza 
withdrawal that will take place, that doesn’t change the adminis- 
tration policy of opposing any expansion of settlements, including 
natural growth, and you’ve emphasized that. Secretary of State has 
emphasized that. Let’s be on the administration policy, but it 
doesn’t change the observation Senator Kerry made about an ille- 
gal outpost that he saw, the references Senator Chafee made to ex- 
pansion in E-1 and Ariel and activity there, which leads me to the 
question. Despite the fact that you’ve reiterated the policy, the Sec- 
retary of State has reiterated the policy, the President has reiter- 
ated the policy, is there any evidence in any sort of physical re- 
sponse whatsoever that would suggest that the administration’s 
policy on settlements has made any difference at all on the ground, 
with respect to expansion? 

Ambassador Welch. Well, Senator, I believe they take us seri- 
ously. I’m not in a position today in this hearing to parse every as- 
pect of their performance, on that list of things that you have men- 
tioned. And I’ve tried to mention some others to you which I think 
are important concerns as well. This is — we have ongoing dialog 
with the Government of Israel about this. I believe they take our 
concerns seriously. I don’t think that they’re dismissing this. In 
some aspects there is activity to suggest that they’ve taken notice 
and measures, for example, on roadblocks and check points. And on 
the security barriers sir, there are 

Senator Sununu. Let me hold you there, because I’ll actually 
come back to those. I appreciate that, this issue as you say with 
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the barrier, movement of people. But in this case, I was just won- 
dering if there was some action on settlements that might indicate 
a specific action, specific response to the U.S. policy. Now if the an- 
swer is no, it’s no. But I respect that doesn’t necessarily change the 
fact that they take us seriously, that this is an issue of concern; 
it should be. I believe it is an issue of concern for the Israelis and 
we have obviously been clear on the policy. But I just want to un- 
derstand whether there’s something happening, something occur- 
ring in Ariel, in E-1, with regard to illegal outposts that you 
know — that we as members of the committee should be aware of. 

Ambassador Welch. Well, again, those are different issues and 
comprise a number of different kinds of things. And I think I indi- 
cated in an earlier answer, that with respect to unauthorized out- 
posts, they have not yet removed them. And that’s something that 
they would do under their own laws and procedures. In other in- 
stances, sir, the absence of action may also be answer. That is if 
there’s not something occurring, that may be a good thing. 

Senator SUNUNU. I guess, I appreciate the response, it could be 
worse, as a response in this case. But I don’t know that that’s con- 
solation to those that look at the road map, look at what it’s asking 
for and work to press both sides to meet commitments and I fully 
respect — as all the questioning has indicated, there are a whole lot 
of responsibilities on both sides. But I did want to focus on this 
one, to at least understand from my own perspective as was men- 
tioned before by Senator Chafee, by Senator Kerry, whether or not 
there had actually been any material improvement or response to 
the American policy on settlement. Because you mentioned it, and 
it’s an important issue, let me talk about economic growth, it was 
something Senator Coleman brought up. 

No question, movement of workers, individuals, goods in and out 
of Gaza and the West Bank is very important to the economy of 
the Palestinian people and important to the economy of Israel. This 
is an area where I think there’s been some progress in planning, 
there have been funds made available. As you pointed out, there 
has been action on roadblocks and some of the checkpoints nec- 
essary for economics. I think that’s a very positive thing. But when 
the withdrawal of Gaza is complete, as you pointed out, it’s a small 
area. A highly impoverished area. It seems to me it would be very 
difficult for there to be substantial improvement in the economic 
conditions in Gaza with no airport, no access to a harbor. And ef- 
fectively an isolated region except for those checkpoints. 

What is being done, what needs to be done to ensure that we 
don’t end up with a strip of land with no access to the sea, no ac- 
cess to the harbor, no access to airport freight, and commercial 
aviation? 

Ambassador Welch. Well, those are absolutely essential points. 
For disengagement to succeed — let me say it differently. Part of our 
definition of success is that Gaza function as a economic entity, and 
that just means that there has to be access in and out, in a way 
that helps the economy, not just keeps it where it is. There has to 
be some economic interaction with the West Bank as well, and 
there has to be connectivity to Egypt. Those are all — I mean they 
are some of the most important points to be coordinated, to use the 
word that’s so commonly used nowadays with respect to disengage- 
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ment between Israel and the Palestinians. But we, the United 
States have a direct interest. Because this is part of our definition 
of success too. So is the international community, as you’ll hear 
from Jim Wolfensohn, this is a big priority. With respect to the sea- 
port and airport, those are very different undertakings. The sea- 
port, there really isn’t a seaport. That’s a longer term project. On 
the airport. Secretary Rice raised this one when she was last out 
there 10 days or so ago. And we believe there ought to be a process 
to address the Palestinians need for an airport. And we think there 
is a way to look at how that might be done consistent with Israeli 
security, too. We turned that job over, because it’s complicated, to 
Wolfensohn, and we’ll see what we can do in addition to support 
it. 

Senator SUNUNU. Does that fact that you’ve turned it over to him 
mean it’s an easy job or a tough job? 

Ambassador Welch. No, sir. He’s got actually a pretty consider- 
able list of tasks as he will explain to you. It isn’t because we’re 
trying to unload the hardest work on him. It’s because — to make 
the best case for Gaza as a functioning economic entity — all these 
things have to fit together. We believe there is a need for the sea- 
port and the airport. There are different ways to address it. How 
you come up with the right package is a complicated coordination. 
On the crossing points I couldn’t have been clearer. People have to 
get in and out. It can’t be a situation where a fence is built around 
the place and folks are left to fester there in the kind of situation 
they are today. 

Senator SUNUNU. Thank you. Final question about politics. Sen- 
ator Kerry mentioned the Presidential elections and having been 
there during that period. My sense was most all of the observers 
appreciated the participation level, the supervision, the coordina- 
tion with — ^between — the Palestinians and the Israelis to make 
those elections a success. Could you comment a little bit about the 
current state of affairs with the Palestine election law and what 
you feel the prospects are for successful parliamentary elections in 
the coming summer months? 

Ambassador Welch. Our observation has been that with respect 
to the Presidential election and then the municipal elections that 
the Palestinian Authority conducted these in good order. There was 
international observation and monitoring. And I think they’ve 
reached the same conclusions, sir. And I believe you went as part 
of this. 

Our expectation is for the same in the future. As I understand 
the legislative situation now, the Legislative Council, has consid- 
ered a revised election law for 50 percent by list, 50 percent by pro- 
portional representation. I don’t know whether that has been 
signed into law yet or not. That’s for the format of the next PLC 
election. The Palestinian Authority leadership has not made a deci- 
sion yet on when to conduct the election. They’re still deliberating 
that. Their difficulty with having it, last time as they expressed it 
to us was that, given the circumstances with Gaza disengagement 
included, that the Election Commission would not be in a position 
to have things ready to conduct the election when it had been 
scheduled. So it was postponed by the President. I can check this 
for you, sir, and provide the answer for the record, but I’m pretty 



38 


confident they have not yet made a decision on when to have the 
election. I am not exactly certain when they will. 

Senator SUNUNU. Thank you very much, thank you, Mr. Chair- 
man. Any additional perspective you can provide for the record as 
to administration response to the structure and the nature of that 
legislative proposal would be appreciated. Whether you think it 
will be a step in the right direction in so far as electoral reforms 
is considered. Thank you, Mr. Chairman. 

The Chairman. Well, thank you very much. Senator Sununu. As 
you recognized from his comments. Senator Sununu has been out 
there observing elections. That has been true of several of our 
members. And we’ve had nine Senators participate, each with well 
over 10 minutes of questioning to the two of you. We appreciate 
your testimony and your forthcoming responses. And we look for- 
ward to visiting with you again. For the moment, if you have fur- 
ther comments, please deliver those, and then we will proceed to 
our next witness. 

Ambassador Welch. Thank you very much, Mr. Chairman. Ap- 
preciate the opportunity to be here today with you, sir. 

The Chairman. Thank you. Ambassador. 

General Ward. Thank you, Mr. Chairman. I have nothing fur- 
ther, sir. Thank you. 

The Chairman. We thank both of you. The Chair now calls upon 
Mr. James Wolfensohn, the Quartet’s Special Envoy for Gaza Dis- 
engagement in the Department of State, Washington, DC. 

STATEMENT OF JAMES D. WOLFENSOHN, QUARTET SPECIAL 

ENVOY FOR GAZA DISENGAGEMENT, DEPARTMENT OF 

STATE, WASHINGTON, DC 

Mr. Wolfensohn. Mr. Chairman, members of the committee, 
thank you for the opportunity of being asked to speak before you. 
And given the wide range of subjects that have already been tra- 
versed this morning, perhaps you will permit me not to speak to 
my testimony, which is before you and which is in the record, but 
maybe just mobile observations. 

The Chairman. Very well. 

Mr. Wolfensohn. That may elicit some further comments. Let 
me first of all say that the Quartet, despite the observations that 
were made earlier about the reactions of Prime Minister Sharon, 
as in fact, an active entity at the moment. And I think that the 
work that we’re doing with representatives of all four members 
now established in an office in Jerusalem is having some affect. 
And what affect is it that we’re having. The first, Mr. Chairman, 
is that I’ve now been there three times and will go again the fourth 
time next week. What we’ve succeeded in doing is bringing the dis- 
cussion from trying to agree on agenda to agree those issues which 
are central to the resolution of the current issues. 

And we have both sides now negotiating. Because our belief is 
that in view of the Quartet or even members of the Quartet are in- 
teresting, but what is important is to get the Palestinians and the 
Israelis to reach an agreement together. And we have set a frame- 
work for those discussions increasingly over the weeks, and the di- 
alog between the two parties has increased. I think you and your 
colleagues know very well the long history in the area. And the 
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personal relationships that exist at senior levels between Palestin- 
ians and Israelis. They know each other very well. Many of them 
have good friends, the other side. And the bilateral discussions 
which they have become really at the core of resolving these tough 
issues. Typically it’s not done in large meetings, it’s done behind 
the scenes bringing the active people together. And that, I think, 
we have succeeded in helping to happen. 

The other rule issue applying to every subject is that from the 
Israeli point of view the fundamental issue is security. From the 
Palestinian point of view the fundamental issue is economic hope, 
social progress, respect, a chance to live their lives. And those two 
aspects really affect a discussion on every issue. From the Israeli 
point of view, how does it affect our security, and from the point 
of view of the Palestinians how is this going to affect our lives. And 
a number of questions by you and your colleagues have addressed 
this question. What visible differences are going to be on the 
ground when this takes place. And from my own experience on the 
Bank, and from your own experience in this committee, I think you 
know that what people are not interested in is notice of another 
meeting or another promise. They’re interested in seeing houses, 
jobs, roads, sewers being fixed, water being delivered. This is the 
evidence of real progress that we have to address. So what have 
we done, Mr. Chairman? There were some 26 issues when I arrived 
there and we decided to try to focus the parties on six issues. Be- 
cause the 26 were interesting, but if you didn’t deal with the six 
you could not make movement forward. 

First was the issue of the crossings. You could not have Gaza, 
and to a lesser extend but still an important impact on the four set- 
tlements in the northern West Bank, you couldn’t have these cre- 
ated as prisons. And particularly Gaza, which as you know is only 
6 percent of the land mass of the Palestinians and has 1,200,000 
Palestinians in it, 8,500 Israelis, but 1,200,000 Palestinians. And 
so the issue of the crossings, particularly in Kami and Erez and 
the crossing into Gaza which is the crossing — to Rafah — the cross- 
ing to Egypt became three central issues. And we are now address- 
ing those subjects and there are very active visits and negotiations 
going on in relation to each of those three and other crossings. Of 
special interest is the Egyptian one, because that invokes the ques- 
tion of security and the role of the Egyptians and also the question 
of customs. 

The second point which was also raised earlier is the linkage be- 
tween Gaza and the West Bank. You have 1,200,0000 Palestinians 
in Gaza, you have 2.4 million in the West Bank. But 94 percent 
of the territory against the 6 percent to the territory in which Gaza 
finds itself So it’s been agreed by everybody that there is a need 
for some permanent linkage between Gaza and the West Bank. 
And there we’re currently looking at a railroad, which will take 
several years and a sunken highway which would take less time. 
And also the immediate question of what do you do the day after. 
How do you have people and goods move backward and forward? 
And there we’re looking at convoys and we’re looking at ways in 
which the Israelis and the Palestinians can come up with meth- 
odologies that protect security that allow the use of Israeli roads. 
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The third item which has been raised here also today is the ques- 
tion of movement in the West Bank. Which is very important for 
both sides. And there we are trying to bring about now a joint ef- 
fort on behalf of both the commercial people and the military to try 
and see what can be done to reduce the number of inhibitions to 
trading and to movement. 

Fourth issue, the airport and seaport as Senator Sununu raised. 
You must have access and egress. The port has been agreed. That 
will be a 3-year exercise at least. The airport, which I saw just last 
week can probably be fixed in 4 or 5 months. And so the question 
is: Will Israel allow the reconstruction of the airport and the oper- 
ations of the airport? 

There’s nothing definitive on this, but I must say that I feel more 
optimistic about that than I did. And Prime Minister Sharon indi- 
cated that planning could commence immediately and further dis- 
cussions would take place after the withdrawal. 

The fifth and sixth questions relate to aspects of the withdrawal 
which are now taking place, which is: What do we do with the 
houses, and what do we do with the greenhouses? And those issues 
are still under discussion. I think there is an agreement between 
the Palestinians and the Israelis that there’s no sense in having 
the sort of housing, on by the way nearly 30 percent of the land 
of Gaza, for 8,500 people. When the rest of the territory, there are 
1,200,000 who do not anticipate living in that way, and it would 
be great difficulty, frankly, in probably protecting those houses. 
And so an agreement was reached on both sides that the best thing 
to do would be to take them down and allow for a general program 
of development that would include lower cost housing, adequate 
housing, proper housing for the refugees, and for those who do not 
have houses. And have sort of a master plan which is currently 
being drawn up. The immediate issue now is what happens with 
the debris. Who removes it and where is it taken to. And so that 
is causing some complexity. And on the greenhouses. I’d have to 
say that we’re in the middle of negotiations on what we do with 
the greenhouses. 

Those six issues, Mr. Chairman, are real practical issues that 
need to be solved now if the withdraw is to move ahead. Now in 
addition to that, there are three other issues which are equally im- 
portant, but which, in a way, are in the hands of Palestinians and 
supporters. The first, becoming more and more urgent is the budg- 
et deficit for this year. Which the IMF has recently said is some- 
where between $550 and $650 million. Every year we have a prob- 
lem with the budget deficit. This year it’s quite large. But we really 
do need to deal with that question in helping Salam Fayad in his 
efforts to get some funding for that deficit. 

The second issue is the issue which many members of this com- 
mittee have raised, is what happens the day after? And here be- 
cause of, I think all our experiences, whether it be in Bosnia or 
Kosovo or East Timor or the Lakes District, or even Iraq. What we 
are now doing with all the donors and with the Palestinians, is try- 
ing to see what is it that we don’t just announce, but what is it 
that can be delivered the day after? We need to create jobs, we 
need to get people starting on roads, we need to have people see 
that sewage is being fixed, that water is being connected. That 
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microcredit is becoming available. That life is different. And I think 
the international community generally has failed in post-conflict 
situations. And having been part of it for 10 years I can say that. 
But we really must make certain that we quickly get benefits to 
the Palestinians. Both because it’s important in a general sense, 
but second, because immediately after the withdrawal you’re going 
to have two elections at some proximate period after the with- 
drawal. One the Palestinian, the other the Israelis. As we now be- 
lieve. If that is true the attention’s going to be off; what is being 
done for the Palestinians is going to be on electioneering. And the 
only way that we’ll be able to keep hope is by having physical evi- 
dence of benefit for those people. 

And the final point, Mr. President — Mr. Chairman, is the ques- 
tion of the medium and long term. And here again questions have 
been asked today: What are we going to do to help the Palestinians 
put themselves in a situation where they can run a state in a two- 
state solution? And here again, I would say that there’s despite the 
fact that this is a very emotionally charged area, as we all know, 
the fundamentals are the same for the Palestinians as they are for 
the Brazilians or the Congolese or the Americans or anybody. You 
have to have decent government, you have to have a legal system 
that works. You have to have a financial system that is trans- 
parent and provides services, and you must fight corruption. If you 
don’t do those four things you can’t run an effective state. And 
that’s true for anybody. It was true for the Chinese 10 years ago. 
And they’ve done a lot about it. 

And so I’ve said to the leadership there, let’s focus on getting you 
the minimum conditions which you require to have a state. Then 
let’s have a proper program which takes you out 3 years. Because 
again our experience shows if you cannot plan a state or a post- 
conflict restructuring, 3 months to 3 months, you have to do it with 
some outlook for a period of time. And so it’s been my hope that 
we would be able to get the global community to think in terms of 
encouraging the Palestinians to come up with this program. To 
show evidence of their progress. And then provide substantial fund- 
ing in relation to assisting them to achieve their objectives. 

And I have suggested to the President and to the G-8 that they 
ask for this program to be returned by October. So that we can 
then set about raising funding, not only from the G-8 but from 
other developed countries, and most particularly from the Arab 
world. And it was there that the number $3 billion was thrown out, 
up to $3 billion a year, as an indication that this is not a sideshow. 
We’ve all spent a lot of time, me included over 10 years, talking 
about the importance of Gaza, Israel, and Palestine. But just in 
terms of the numbers the resources that have been provided have 
been under a billion a year, on average, for the last 3 years. When 
I think you know that some hundreds of billions of dollars have 
been spent on other areas of interest. In fact a thousand billion dol- 
lars on military expenditures globally. 

So it seems to me that we need to have the Palestinian’s recog- 
nize their responsibility for good governance and for change. That 
if they do that then there’s the possibility of helping them make 
this area a viable area. And may I say, also, that implicit in this 
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is the great need for Israel also to do its side of the bargain, in 
terms of making the situation one of balance and one of hope. 

That, Mr. Chairman, is what I’ve been doing, and I’d be very 
happy to answer questions. 

[The prepared statement of Mr. Wolfensohn follows:] 

Prepared Statement of James D. Wolfensohn, Quartet Special Envoy for 
Disengagement, Department of State, Washington, DC 

Mr. Chairman and members of the committee, thank you for inviting me to share 
with you today, process thus far on Gaza disengagement and my thoughts about 
the challenges that lie ahead. The United States has a unique role to play in help- 
ing to resolve the long struggle between Israel and the Palestinians, and I believe 
events in the region over the last 6 months make the Israeli disengagement from 
Gaza a potentially galvanizing moment for change. As the Quartet’s Special Envoy 
for Gaza Disengagement, I am honored to have the opportunity to bring my energy 
and 10 years of World Bank experience to bear on an issue that is the source of 
so much conflict. 

I have traveled to the region in my current capacity three times since I began 
nearly 2 months ago, and I depart next week for my fourth visit. I have met exten- 
sively with the Israelis and the Palestinians on my visits, and I can say that I am 
more optimistic now than I was just a month ago. While there remain substantial 
challenges in the coming months, my experience in the first 60 days gives me hope 
that the process of disengagement from Gaza can lead both sides back to the road 
map. 

Two of the most critical aspects for successful disengagement will be a restored 
sense of hope among the Palestinians, and security for the residents of Israel. Pal- 
estinians must feel that the day after disengagement they have hope for increased 
prosperity and opportunity; not that they are living in a prison. The Israelis must 
believe they will be able to live securely beside a Gaza and West Bank controlled 
by strong Palestinian institutions. When these needs are met, both sides will be 
much more likely to live side by side in peace and security. 

Throughout the first weeks of meeting with the parties in my new capacity, I have 
been struck by just how well the two sides have gotten to know each other over the 
years. Senior Israeli and Palestinian officials have worked together for more than 
a decade and personal friendships have developed. But rather than create an atmos- 
phere of trust that has moved the two sides forward toward peace, there has instead 
come to exist a kind of uneasy chess game, where both sides have learned exactly 
the moves that each will make. The atmosphere surrounding the parties is heavy 
with mistrust. 

I saw it as my first task to find a way to break this unproductive and potentially 
endless cycle. Much of the debate on disengagement between the parties, since the 
Palestinian elections, has centered on trying to agree on the terms of the agenda 
that would form the basis for discussions. The resultant discord and disagreement 
over the agenda (from Palestinian insistence on inclusions of “Safe Passage” and 
other Oslo accord issues, to Israeli refusal to even raise the possibility of reopening 
the Gaza airport) had stymied progress on any real issues. Fortunately this has now 
changed, and real negotiations have begun. 

To bring the sides together, I proposed a set of six key issues the parties must 
address together, urgently, for disengagement to work. There are an additional 
three items the Palestinians must accomplish on their own, with international sup- 
port, if the day after disengagement is to bring hope for the Palestinians and not 
despair. After many hours of discussions over the last 3 weeks, I am extremely 
pleased to report the two sides have now agreed to this agenda, and have already 
begun substantive discussions. 


SIX JOINT issues 

There are many individual items which will require the continued attention of 
both sides for disengagement to be an economic success for the Palestinians and as- 
sure Israeli security. Of these, the following six will “make or break” the process: 

(1) Border Crossings and Trade Corridors: Smoothly functioning border points be- 
tween Gaza and Israel, and in the south at Rafah with Egypt, and shipping methods 
that make trade profitable for the Palestinians, will be a clear and immediate indi- 
cation that life is better after disengagement. With the proper application of tech- 
nology and adoption of good border management principles, the Palestinians can 
prosper and reap the benefits of free-flowing trade. The Quartet team is working 
to provide assistance to both sides on materials handling, scanner technology, cus- 
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toms management, and other essential issues. Both sides will also need to seriously 
address allegations of corruption at the crossings. The parties met Sunday, June 26, 
to discuss these issues, and have visited several locations together. I am hopeful 
that there will soon be agreement on some difficult issues, including the location of 
disputed crossings and the type of shipping methods that will be used. There is an 
additional important and difficult issue on the Customs Envelope in relation to the 
border with Egypt. 

(2) Connecting Gaza with the West Bank: Free movement of goods and people be- 
tween Gaza and the West Bank is essential to revitalization of the Palestinian econ- 
omy. At present, the parties are discussing first, the use of convoys to move goods 
and people, to possibly be followed by construction of a sunken road and eventually 
a rail link. The World Bank is currently working with USAID, other donors, and 
the parties to provide technical advice. 

(3) Movement in the West Bank: The system of closures and movement restrictions 
in the West Bank, introduced for security reasons, is disruptive to Palestinian eco- 
nomic recovery, and, as currently structured, may not be optimal for Israeli security. 
The parties have at this stage agreed to work to review each of the barriers and 
security measures to determine how the situation can be further eased. 

(4) Air and Seaports: Both a land and a sea port are needed to give Gaza and 
the West Bank direct access to third countries. There has been a great deal of move- 
ment on these issues since I arrived. The Israelis agree that reconstruction of the 
Gaza airport could start after a peaceful disengagement, and that work should im- 
mediately begin on the construction of a seaport. In each case the issue of security 
is the subject for further discussion and agreement, hut I am satisfied that several 
alternatives seem possible. 

(5) The Houses in the Settlements: The existing settlement houses in Gaza do not 
meet the Palestinians’ needs for more open land and higher density housing. At the 
same time the Israelis are reluctant to leave the structures intact. The parties have 
tentatively agreed the houses should be destroyed, and are working out the best 
mechanism to do so. I am hopeful a solution can be found that generates johs for 
the Palestinians — whether through removal and processing the ruhble, or actually 
dismantling the houses — as well as creates a reusable resource in the form of proc- 
essed rubble or salvaged construction materials. Technical issues remain as well as 
the need for agreement as to where this rubble will be placed. 

I want to stress that removal of the houses makes the most sense for both sides, 
for economic and political reasons. I understand this may seem somewhat 
counterintuitive to outside observers, but the reality on the ground is that the Pal- 
estinians will be best served by a land development strategy of their own design, 
tailored to meet their specific needs. I hope the details of the overall arrangement 
to address this issue can be concluded in the coming days. 

(6) The Greenhouses in the Settlements: Unlike the settler houses, the agricultural 
assets settlers could leave behind may have value for the Palestinians. From my dis- 
cussions it is apparent that the settlers are willing to leave the greenhouses, as well 
as the equipment needed to operate them, if they are provided adequate compensa- 
tion. The Government of Israel and the settlers are discussing this issue. The Pales- 
tinian Authority is unwilling to pay the settlers. It remains for the Israelis to decide 
whether additional compensation should be paid and how such payment can be 
funded. I believe the Government of Israel is coming to understand they will need 
to make this compensation without donor assistance, and that it is a mutually hene- 
ficial way to proceed. 

CHANGING THE DYNAMIC: THREE PALESTINIAN ISSUES 

The Palestinian Government has the ultimate responsibility for creating hope for 
its people and the conditions under which they can prosper. Only by seriously un- 
dertaking key reforms, and continuing to build institutions that can better serve its 
people, will the Palestinian Authority (PA) strengthen its legitimacy. If the PA takes 
these steps, the process of disengagement can serve to reinvigorate the road map. 

In order for the PA to be successful in its efforts, the Palestinian people must be- 
lieve their future holds promise — for economic prosperity, dignity, and a return to 
normalcy. The Israeli people must believe that they are secure, which will then 
allow for freedom within the territories and the ability to move and to trade with 
Israel and the outside world. An essential part of providing these conditions will be 
for the international community to strongly register its support for the short-term 
resources the PA will need simply to make it through the end of 2005, as well as 
the medium and longer term support they will need to generate an economic trans- 
formation. 
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I recognize the idea of helping the Palestinians transform their future is not new. 
But I believe we, as an international community, are currently at a moment when 
a relatively small amount of support could have a transformative impact. There are 
three key areas covering the short and medium terms, where donors can support 
Palestinian reform that will have the greatest impact and be most likely to foster 
hope for a new future. 

(1) The Palestinian Authority’s Fiscal Crisis and a New Social Safety Net: The PA 
faces a major recurrent budgetary shortfall for 2005 that must be met through 
international support. In order to receive this assistance, the PA needs to maintain 
tight wage discipline in accordance with the existing Wage Bill Containment Plan, 
reform the public sector pension system, and develop a comprehensive Social Safety 
Net Program that is fiscally sustainable over time. Moving forward, the PA needs 
to develop a Fiscal Stabilization Plan for the 2006-2008 period. To ensure fiscal sol- 
vency for the PA for the remainder of 2005, international donors, including Arab 
countries, should make good on all pledges of support. This will allow the PA to 
manage its current short-term crisis and focus attention on undertaking reforms. 

(2) A Stable Medium-Term Financial Plan for Palestinian Development: Over the 
medium term, the PA should create a broad development plan that is linked to a 
fiscally sound financial plan. This leaves donors with the choice of funding piece- 
meal programs, or financing a hand-to-mouth operation. I propose that the PA, with 
the help of the international community, engage in a fully participatory process of 
developing a consolidated plan, which donors can then approach in a coordinated 
and comprehensive way. 

Support for this plan from the international community, including the Arab coun- 
tries, must be substantial if the existing dynamic is to be changed. Both sides 
should receive a clear message that donors stand united in their willingness to use 
this opportunity to work toward a lasting solution. This support should, of course, 
be contingent on Palestinian reforms and on security for Israel. I have met sepa- 
rately with many of the Gr-8 leaders, and will meet in a few days with them to- 
gether in Gleneagles to solicit their strong endorsement of this approach. 

(3) A Package of Quick-Impact Economic Programs: Disengagement needs to be 
accompanied by an immediate, demonstrable change in living conditions if it is to 
resonate with the Palestinian people. A sharp increase in job opportunities would 
provide this sense of change and hope. Unemployment in the West Bank and Gaza 
remains dangerously high, particularly among Palestinian youth. In the short term, 
jobs can be created by a concerted program of labor-intensive infrastructure and ag- 
riculture rehabilitation, urban upgrading and housing construction. 

Donors and the PA should meet without delay to develop such a program, for 
which pledged donor funds already exist and should be rapidly mobilized. Equally 
important is Palestinian access to work in Israel. If the average daily number of 
permitted workers crossing into Israel can be raised and consistently maintained at 
a higher level, this would have a significant stabilizing effect on the Palestinian 
economy. 

The U.S. Congress will be instrumental in helping the Quartet make the plans, 
I have described here, a reality. I welcome the opportunity to work with you because 
I know I cannot succeed without your help. I look forward to a fruitful partnership 
that could bring real change to this long struggle. 

The Chairman. Thank you very much, Mr. Wolfensohn, for your 
testimony, and equal thanks for your willingness to serve in this 
capacity, and to provide the perspective that you have developed 
from a long period of public and private service. Let me just ask, 
because you’ve brought up the short-term issue of the deficit of the 
budget, about the $650 million you mentioned. Suppose that the 
Palestinians come forward with a reasonable plan for maybe as 
much as $3 billion of support for that type of structure, going down 
the trail. 

From your general survey of attitudes in the world community, 
is that sort of money out there? In other words, is the glee of con- 
fidence in this process, or in the Palestinians, or in all of the above, 
likely to yield that kind of money? If so, under what conditions? 
What sort of prospects would be pleasant enough that the donors 
would come forward? 
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Mr. WOLFENSOHN. Mr. Chairman, on the deficit this is a problem 
we have every year. Of course Salam Fayad runs around the world 
getting $20 million here and $50 million there, if he’s lucky. And 
he puts it together. And I don’t think that there is anything that 
will save him that indignity and that need over the next 6 months. 
And I regard that as a separate issue. This is not the long-term 
issue. This is because there’s been overspending, there’s been 
Intifada. And fiscal responsibility has been very difficult. 

The Chairman. Is there any source of revenue for the Palestin- 
ians to begin with? Even besides the deficit, what comes in nor- 
mally? 

Mr. WOLFENSOHN. No, they have built up significantly, Mr. 
Chairman, their revenues from some few hundred million to over 
a billion dollars. And for that we have to give enormous credit to 
Salam Fayad for having done this in a extremely effective way. 
Just to give you an idea, the revenue figures for 2002 was $237 
million and for 2005 it was a billion and 78. So Fayad has really 
done a remarkable job in trying to improve the revenue figures. 

Also the arrangements with the Israelis have gone much better 
so that they’ve had a more ready transfer of funds from customs 
and taxes. But Salam Fayad has, just to give you an idea on tax 
revenues. They’ve gone from $185 to a number over — if I can get 
my glasses out, $538 million last year. Which is a remarkable 

The Chairman. That’s significant information all by itself. 

Mr. WOLFENSOHN. It is a remarkable experience, Mr. Chairman. 
And the nontax revenues which they’ve had from $103 to $367 mil- 
lion. So these are people that have a plan in the next 3 years to 
become self-sufficient. The Palestinian people at the executive level 
are really very impressive, I must say. And they’re not looking to 
be long-term borrowers. 

Now in relation to your second question. The answer is, there 
has to be a change of opinion on two things. The first is that money 
can be given and the corruption will not take it. That is a view that 
is held in the streets in Palestine, it’s a view that is held by donors. 
And I have to give Salam Fayad great credit for the increased 
transparency. As part of this plan there is no question that there 
needs to be the sort of transparent box, Mr. Chairman, in which 
the money comes in and the donors can see where it is, where it’s 
going. And there are many different methodologies for doing this, 
but it is part of the plan. 

But the second issue is to lift this from the sort of spare change 
department to being something that is central to peace. My own 
view is that this is not — if one spends hundred’s of billions of dol- 
lars on some other area, this is not one-third of 1 percent of the 
importance of those areas. I’m not saying that this is the cause of 
terror, but as many of your colleagues have said today it is hugely 
important in terms of being a catchcry from people to use as a 
source of how unfair the world is. 

And my own judgement is that we have a chance now, one 
chance of really saying if the Palestinians are going to move for- 
ward, and there’s going to be security for Israel, which is an essen- 
tial element in this, that you could think of the Palestinian area 
of being more like Jordan and the coast, more like other areas of 
the gulf where there’s tourism. Where you could think of a people 
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that are highly educated, a remarkable people, the Palestinian peo- 
ple. Living not in a state of penury, but in a state of growth. And 
if ever there was a time in the self-interest of the world, quite 
apart from the judgement of equity. In the self-interest of the world 
to try and put this right, it is my judgement that it is now, Mr. 
Chairman. 

And that’s where we have to try and convince the wealthy coun- 
tries and the Arab nations that now is the time to do it. Because 
if you don’t you’re going to have a constant problem in the area. 

The Chairman. As regards the points that you’ve made about the 
improved transparency and lack of corruption, that is the value of 
the money actually fulfilling the plan. It is a pretty good plan to 
begin with, something that has confidence-building in it. I saw in 
the Financial Times today on what appeared to be an entirely dif- 
ferent subject, an article that was discussing aid to Africa. And it 
was suggesting that whether it be rock stars or statesmen or the 
World Bank or what have you, clearly the expectations are that 
large sums are required. But the evidence from two studies was 
that even though large sums have been expended, very little 
growth has occurred in most countries from these expenditures. 

This goes to the heart of our Millennium Challenge Account idea. 
There really have to be the conditions there, on the ground, in 
terms of able governments, quite apart from the creativity of the 
plans, if good things are to occur. The money is absorbed, but there 
is greater cynicism about the process than growth of the people in- 
volved. This is why I’m hopeful. I ask for your general observation 
now that you have met with the Quartet members. 

Do they generally share the idealism that you have presented 
today? Likewise, is there any idea that there will be observers from 
the Quartet as this process moves ahead? In other words: Is this 
a collective trusteeship of sorts that has been instrumental in get- 
ting the plan and the confidence together and maybe even helping 
with the money? At the same time, can you offer some assurance 
to the rest of the world, as well as to the donors, that this is mak- 
ing headway? 

Mr. WOLFENSOHN. Well, in answer to the first question, Mr. 
Chairman, I’ve had enormous support from the Quartet at some 
three meetings I’ve been to, including one recently with the Sec- 
retary of State and Secretary General. And I think they’re per- 
suaded that this is the way to go. Let me rush to say that I’m not 
saying let’s spend $3 billion immediately. You couldn’t spend $3 
billion immediately. And you cannot buy peace. But I want to 
change the perspective, Mr. Chairman, of this being a sideshow to 
something that is really of the essence of peace. And I think that 
I’ve managed to convince the Quartet of that. And I have to say 
that I took the initiative with the help of the President — with the 
G-8. And I have already met with, briefly, the Finance Ministers; 
at greater length with the Foreign Ministers. And I will now — have 
now been invited to go Gleneagles to address this matter with the 
heads of government. 

So you never know until it’s done. But it is my hope, Mr. Chair- 
man, that we’re changing the momentum. The changing the mo- 
mentum in terms of the resources has equal implications on the 
part of the Israelis and the Palestinians. Unless they do their part. 



47 


each in their own way. The money shouldn’t slow and the support 
prohahly should not he forthcoming. But I have indications also 
from the Palestinians of their real willingness to address this issue 
in a highly professional way. 

And I should comment, Mr. Chairman, that the second level of 
the people in the teams amongst the Palestinians is extraordinarily 
high. These are people of great confidence, great experience, and 
enormous academic qualifications as well. There are four woman 
on the team of Mr. Dahlon, who any country should he proud to 
have in their operation. As there are, of course, also on the Israeli 
side. So I see some real signs that now is the moment to move. 

I’ve heen in this area for 10 years and I’ve not seen this before. 
But I also see the urgency, Mr. Chairman. If we do not resolve this 
question it seems to me that the issue of global terror and peace 
will not be resolved. And so it’s a question of getting people’s per- 
spective to change a bit and say let’s try to solve this thing which 
has been going 50 years. 

I should make one other point, and that is the huge importance 
of UNRWA in which this country gives resources. UNRWA has 
more than 11,000 people, and in a way it’s sort of a parallel govern- 
ment. It provides education, healthcare, microcredit, roads, and we 
often forget it. I often forgot it as president of the Bank because 
it was operating itself. I think one of the things we need to do, Mr. 
Chairman, is to work with the new leadership in UNRWA to try 
and bring together this enormous resource place that exists in 
UNRWA with the rest of the donor community. And I think that’s 
another big plus that is possible. 

The Chairman. Senator Chafee. 

Senator Chafee. Thank you, Mr. Chairman. Welcome. If I heard 
you right just now you’re saying that this centrality of this issue 
and the war on terror, and the urgency of moving this peace proc- 
ess forward is — did I hear you correctly on that? 

Mr. WOLFENSOHN. That is my personal view. I’m not a member 
of the State Department, although I have an office there. So I don’t 
speak with great authority. But as an individual who’s been around 
this game for sometime, it does seem to me that this is a very im- 
portant issue. And certainly I’m operating on the basis that that 
is the case. 

Senator Chafee. And when you use the words sideshow, am I as- 
suming that Gaza is — did not want the withdrawal in Gaza to be 
considered a sideshow, that it’s got to be considered on Gaza first 
and then on to the West Bank? 

Mr. WoLFENSOHN. The role — the view of the Quartet, of which 
I’m in 100 percent agreement, is that this only makes sense if it 
is a step toward a settlement which will lead to a two-state solu- 
tion with security for Israel and with hope and economic possibili- 
ties for Palestine. I think everybody believes that, and I certainly 
do. 

Senator Chafee. And then doesn’t it follow that considering our 
experience in the difficulties of the 8,000 settlers in Gaza, that’s it 
going to be very difficult with the many, many more numbers in 
the West Bank. If it’s going to be very difficult with 8,000 in Gaza, 
but many, many — 100,000 more the West Bank if we’re looking 
onto that. And so the common sense would dictate why continue to 
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have these expansion of these settlements if the plan is at some 
point the dismantling of these settlements in the West Bank. As 
is going on in Gaza. Why have expansion? 

Mr. WOLFENSOHN. Well, I have never suggested that that was 
part of my plan, Senator. And the President has been very clear 
on the view of this country and I think it is a view which is correct. 
I think that the expansion of settlements is something that the 
President is giving attention to and I would support his efforts. 

Senator Chafee. Well, thank you for your time and your efforts. 
A little breath of fresh air to have some optimism. Keep up the 
good work. 

Mr. WOLEENSOHN. Thank you very much. 

The Chairman. Thank you. Senator Chafee. 

Senator Sununu. 

Senator Sununu. Mr. Wolfensohn, you’ve mentioned the master 
plan for redevelopment of the land — the settlement land that will 
be evacuated in Gaza. Could you speak a little bit more specifically 
about the development of that master plan? Who’s primarily re- 
sponsible for the development, what is your role in particular, and 
what methods or approaches would make the most sense for financ- 
ing that plan once it’s complete? 

Mr. Wolfensohn. My role is to stimulate and to think about a 
master plan. The stage that 

Senator Sununu. Does that make you a muse? 

Mr. Wolfensohn. A muse? I’m not sure, maybe. What it does do 
is to indicate what is the obvious. If you are getting out of 28 to 
30 percent of the land on which 8,500 people lived, and you have 
1,200,000 other Palestinian’s living in the territory, it is blindly ob- 
vious that you need to come up with a plan to use that land, and 
to use it in the most effective human and economic way. It happens 
to be on very beautiful coastline; I just drove down and saw it last 
week. I have been, many times, into Gaza with my World Bank hat 
on, but it is capable of being an absolutely gorgeous place. 

Senator Sununu. Will title to the land pass to the PA? 

Mr. Wolfensohn. That is 

Senator Sununu. And is most or all of the land in one contiguous 
segment on the coastline you mentioned? 

Mr. Wolfensohn. I don’t know the answer to that because there 
is no answer at the moment. There is controversy over private own- 
ership or PA ownership. It is something that is being reviewed at 
the moment and I simply cannot give you an answer, because I 
don’t think there is an answer. But what is being looked at, at the 
moment in a preliminary way, is some people from the gulf were 
coming in, have studied the area, and are looking at a first shot 
at a master plan. Which would include housing, which would in- 
clude tourist areas, would include areas for agriculture. And no one 
has seen it yet. But if you look at the land, it just cries out for sen- 
sible development, and is adjacent to, frequently, these large camp- 
sites in which there are hundreds of thousands of people. And so 
what you want to be sure of is that if housing is going to be taken 
down that you see some housing being built. And I’d like to see it 
being built the next day so that it can convey an atmosphere not 
of destruction, but of construction. 
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And this, Senator, is really getting to this question of what we 
can do for them the next day. But what we can do for them the 
next day should not be random. It should be part of a broader plan. 
And I think Mr. Dahlan and I think Abu Mazen and the Pales- 
tinian Authorities understand this. But they’ve not yet concluded 
on the form of that plan, though they have come up with a 3-year 
financial plan which includes, with the Ministry of Planning, a 
number of initiatives that they should take. And over the next 2, 
3 months what we’re going to try and do is to bring together the 
Ministry of Planning’s work with the Finance Ministry’s work, to- 
gether with the master plan and produce all this by October. But 
it is not ready yet. There’s a disconnect. 

Senator SUNUNU. I think in your answer you mentioned more 
participation from some of the gulf states. Could you speak to that 
point? What role do you see or do you think would be appropriate 
for some of the regional Arab States, Arab countries which cer- 
tainly have significant financial resources and have at least dealt 
in many areas with economic development in this part of the 
world? 

Mr. WOLFENSOHN. Well, my own view is, because I know the gulf 
and I know the people there pretty well, is that if you could change 
the atmospherics so that you could have something that was peace- 
ful, you have to start with beautiful land with 1,200,000 people 
that need housing and jobs. And I think that you’ll find that the 
private sector will come in from the gulf, as will the Palestinian 
private sector. I’ve reached out to the Palestinian private sector, 
which is significant and which operates throughout the Middle 
East. And one of the groups already got $700 million there, told me 
the other day they’ve got a billion ready to come in, in private sec- 
tor development. 

So my hope would be that when we talk about these large num- 
bers then you probably won’t ever pull them down fully. You’ll cre- 
ate an environment in which private sector will be encouraged to 
come in. You will certainly need a higher level of government fund- 
ing. But I don’t think — I think you might be surprised if you had 
peace, my own judgment is that you’ll find businessman coming in 
to do quite a lot. And I know the people in the gulf pretty well and 
interestingly one of the gulf countries is the one that is already 
doing the master plan. 

In response to an earlier question that the chairman asked, I just 
want to add, Mr. Chairman, the Quartet representatives are now 
participating in most of the bilateral meetings. So that we’re being 
invited in, it’s not that we forced ourselves in, we’re being invited 
in to try and facilitate the discussion between the two sides. So 
when it’s useful we’re there, when a couple of people want to go 
out and have a drink or dinner and beat each other up, we prob- 
ably prefer not to be there. But we are t^ing very hard to be con- 
structive, and make sure that any solution is not a Quartet solu- 
tion. The solution has to be an Israeli-Palestinian solution. And so 
you don’t see our name very much. I think what you want to do 
is to see the names of the players, not ours. And that’s the position 
we’re taking. 

Senator Sununu. Well, I want to thank you very much and al- 
though my reference was in jest, I suppose that the mark of a truly 
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successful muse is that the work of art is brilliant, but their name 
never appears on any signature plate. Good luck to you and thank 
you very much for being here. 

Mr. WOLFENSOHN. Thank you. 

The Chairman. Thank you very much, Senator Sununu. Let me 
just ask Mr. Wolfensohn about the six joint issues that you have 
identified. Obviously, there are some timeframes on some of these 
that are fairly urgent, as you’ve mentioned. These are not long- 
term things, these are right upfront, whether it be air and the sea- 
ports or the houses in the settlements, or even the greenhouses. 
Who on behalf of the Quartet, or anybody else, is shepherding over 
these points? From day to day, is anybody giving you progress re- 
ports or giving them to the other members of the Quartet? 

Mr. Wolfensohn. Everyday, Mr. Chairman, I’m getting a report. 
I’m going straight from here, actually, to the weekly teleconference 
where we get everybody together. But I get daily reports on what 
is going on. I will be going back to the region again next week. I’m 
preferring to go twice a month rather than live there. Because of 
my judgement that if I live there. I’ll get pulled in on every detail, 
and I don’t want to do that. I think it’s better to have the first-class 
operating team, which we’re building up. We have offices, we’re 
functioning. We’re working very closely with the World Bank and 
with the other international agencies. With all of whom I’ve al- 
ready met. 

And we’re trying to pull it together, but the simple answer to 
your question is we’ve got to deal with the crossings. Because if we 
don’t deal with that we’re going to be in terrible trouble. We’re 
going to have to deal with the question of what happens the day 
after. We’re going to have to deal with the question of linkage with 
Gaza and the West Bank, and have to have interim arrangements 
with the port so there is not a prison atmosphere. We’re going to 
have to, at an early stage, resolve the airport, but probably after 
the withdrawal. 

So the timeline in a way is described by the subjects and, obvi- 
ously, we must deal with the houses and the greenhouses. Because 
the moment that withdrawal starts places they become apparent, 
not only symbols but parts of the withdrawal process. So every- 
thing that we’ve got down there, Mr. Chairman, has a very, very 
proximate timeline. And so we’re operating with a great sense of 
urgency at the moment. 

The Chairman. Well, as you’ve observed and others have, one of 
the purposes of our committee hearings, such as this one, is over- 
sight, in the sense of asking questions and receiving information 
from witnesses such as yourself 

It’s very important. My guess is that most of us in the Senate, 
or most Americans viewing all of this, are not really aware of pre- 
cisely what the Quartet does, not even who the instrumental per- 
sons are in this, quite apart from an agenda such as the six points 
here, or the three points identified by Palestinians. 

This is very important in terms of some confidence building in 
our own country about this process. We hear terms journalistically 
such as the road map or the Quartet, or peace in our time, or terms 
of this sort. But the details are extremely important, in terms of 
any crediability of something happening. So I appreciate your iden- 
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tifying this very specific agenda and sharing that with us today, as 
well as your own modus operand!, that you will have this tele- 
conference after you leave here. There are ways of staying in touch 
with the other members so that there is identification of the issues, 
but the followthrough on your part, the oversight of the Quartet, 
is literally on your own agenda. 

What happens, even as all of this is proceeding, if extremists on 
either side decide to try to disrupt the plans? Does the Quartet 
have any mechanism for keeping this thing on track? The reason 
I ask this is that at various points in the last few years there have 
been constructive attempts. 

But then disruptions occur, or a terrorist attack, retaliation, 
vows by both sides that so long as this goes on, nothing is going 
to happen and so forth. Are there any parameters of confidence 
building measures, so that even in the face of persons who are de- 
liberately disruptive of the process, who don’t understand it, who 
don’t want it, and so forth, that somehow or another there’s some 
staying power to this procedure? 

Mr. WOLFENSOHN. Well, let me first of all pay tribute to my col- 
league, Kip Ward, with whom I’m working like a twin. Because I 
don’t think that we can succeed without the security issues, and 
frankly, I don’t think that security will succeed unless there’s hope. 

The Chairman. He identified you has his good friend this morn- 
ing. 

Mr. WOLFENSOHN. Well, we are, and we’re working very well to- 
gether. But the overall question, Mr. Chairman, is that there are 
things that we can plan and try and control. Which even if there 
was peace would be difficult. But this is the Middle East. And this 
is the Palestine territories, and it’s Israel. And sadly, the more ra- 
tional people on both sides are all affected by these random and not 
so random events. And I think that the only thing that we can 
hope is that there will be a recognition on both sides sufficient that 
each side will see that it’s in their self-interest to keep the tem- 
perature down. 

I think we’ve seen some evidence of that recently. When there 
has been provocations and when the response has been, from either 
side, more modulated. But the big worry all of us have is if there’s 
some major tragedy. Something that will not allow modulation in 
response. And we’ve all seen it, Mr. Chairman. You’ve seen it. I’ve 
seen it. I guess the hope that we all have is that, you know, around 
70 percent either side want to get a final settlement and get on 
with living. And the Palestinian and the Israeli people, I think, 
broadly want to live in peace beside each other. 

But I, unfortunately, no Quartet or nobody I know, can guar- 
antee the 100 percent that we need. So what we’re trying to do is 
to proceed on the basis that there is a plan that makes sense and 
hope that as provocations occur, good sense will prevail, and we’ll 
be able to get through it. But a day in Israel and in Palestine is 
like a month anywhere else, Mr. Chairman. With the things that 
happen there. And I think what you need of people that are real- 
istic, but I think at the moment also optimistic to try and make 
this thing work. And so if I convey a sense of optimism it is be- 
cause I think we need some optimism in this. And I think it’s so 
important for our kids that this be done. That we will remain opti- 
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mistic and as these things happen we’ll do our best and deal with 
them. 

The Chairman. Well, that is an excellent way in which to con- 
clude our hearing, with those thoughts which I’m sure our com- 
mittee shares, as do the American people who have witnessed your 
work and appreciate it as we do. Let me just say that we’ve had 
almost 3 hours of hearing. You have participated in all of it. We’re 
grateful to you for your testimony and for your participation today. 
Having said this, the hearing is adjourned. 

[Whereupon, at 12:28 p.m., the hearing was adjourned.] 


Additional Questions and Answers Submitted for the Record 

Responses of James D. Wolfensohn to Questions Submitted foe the Record 
BY Senator Chuck Hagel 

Question. During your testimony, you referred to discussion with the Palestinian 
and gulf business officials regarding investment in Gaza, including the involvement 
of a gulf investor in the planning for Gaza’s development. 

a. Please describe in detail the role you envision for the private sector in Gaza’s 
development. 

b. Are you aware of the Aspen Institute’s effort to establish a public-private part- 
nership, via a loan fund, to encourage foreign investment in Gaza? Do you support 
this effort and how can this effort be integrated into your overall effort to promote 
development planning in Gaza? 

c. Please provide, in as much detail as possible, the scope and substance of your 
discussions with the private sector. 

Answer. Generating Private Sector support and engagement — Palestinian, Israeli, 
and international — in Gaza and the West Bank is essential to the long-term viabil- 
ity of the Palestinian economy. There are several areas where some immediate work 
can be done, but the most important goal in the short term should be to get imme- 
diate tangible projects that provide jobs to Palestinians. I have advised groups, in- 
cluding the Aspen Institute, that speed, reality, and visibility, rather than the long- 
term size of investments, should be the priority over the next several months. We 
support the efforts of Portland Trust of the United Kingdom, which is working with 
OPIC and the Aspen Institute on putting together a substantial program of loan 
guarantees for the private sector which would be administered through local banks. 
Support from the European Union is now being sought by them. 

I have been very impressed in my meetings with the Palestinian business commu- 
nity that there is a very strong core group that can generate substantial amounts 
of resources fairly quickly. We have discussed how these businesses can best use 
their resources in Gaza and in the West Bank, and the impediments to investment. 
The most obvious issue is, of course, security and a legal framework that is condu- 
cive to investment promotion. I am working to raise these issues with the PA, espe- 
cially the Minister of National Economy and with the Minister of Finance. I believe 
there is sufficient political will to address many of these issues, and that the PA 
will seek to build the capacity necessary to do so in the course of developing its mas- 
ter development plan. 

As a general principle, I believe that the private sector should be at the center 
of the development process. I have met with Palestinian groups in Gaza, Nablus, 
and Jerusalem. Many initiatives from gas transmission and power generation to 
tourism, housing, and highways have been discussed. In many cases the Israel busi- 
ness community is involved. 

Question. What is the current and planned staffing structure of your mission? 
How much support are you receiving from other members of the Quartet? 

Answer. The staff of the Office of the Special Envoy for Disengagement (OSED) 
in Jerusalem consists of one senior representative from each of the Quartet mem- 
bers, a senior World Bank liaison, several staff officers, and a small administrative 
support staff. The European Commission, the U.S. State Department, and USAID 
fund all operation costs for the Jerusalem office, including staff salaries that are not 
covered by staffers’ home institutions. The United Nations administers these funds, 
assists in the establishment of the office, and is providing vehicles. Russia has com- 
mitted funds which we estimate to be a minimum of $500 thousand. 
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Response of James D. Wolfensohn to Question Submitted for the Record by 

Senator Barbara Boxer 

Question. What role do you see for the Arab States in helping Abbas rehabilitate 
the Palestinian economy and infrastructure? 

Aside from Saudi Arabia, the Arab States provide little financial assistance to the 
Palestinians. According to the Palestinian Authority, Saudi Arabia provided $107 
million last year; the rest of the Arab countries combined provided only $15 million. 
What can be done, if anything to get Arab States to contribute more? And if aid 
is provided how do we ensure that it does not fall into the hands of terrorists? Do 
you sense any commitment within the Arab world to helping maintain a long-term 
peace? 

Answer. Building a vibrant and economically sustainable Palestinian economy — 
along side a secure Israel, and thereby hope for the Palestinians — will require the 
support of the Arab countries. The entire region has long pledged its solidarity with 
the Palestinians and cited the need for resolution to the conflict. I believe now is 
the time for the Arab countries to do their part in bringing about this resolution. 

As you know, the G-8 has pledged their support for a program of up to $3 billion 
per year in assistance and investment for the next 3 years to the Palestinians. We 
would hope that between one-third, one-half of annual funding, should come from 
the Arab world. The PA is beginning work now, with the Quartet team’s assistance, 
to develop a master development plan. Once this process is completed to the point 
that specific funding needs can be identified, I will visit the Arab countries to obtain 
their financial support. 

The 3-year development plan will be prepared through a participatory process 
with all Palestinian stakeholders, including private sector and civil society, donors 
and the Israelis, and will be integrated into the PA’s annual budget. A fully trans- 
parent mechanism will be established to administer these funds to protect against 
corruption, and that funds go only to benefit the Palestinian people. There are a 
number of models that can be used to establish such a mechanism, including World 
Bank trust funds and USAID’s accounting controls. The PA has also, over the last 
year, instituted financial controls and reforms that approach world-class standards, 
and they continue to upgrade their capabilities. 
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